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FTER five years of slow growth, 
4 the Mt. Carmel Parish Credit 
Union of Pueblo, Colorado, made a 
bold decision. Growth since that time 
has been rapid and is still booming. 
The number of new members each 
year keeps climbing. Applications for 
loans are always heavy, and the credit 
union has been using bank money 
continuously to supplement its own 
working capital. Manager Richard T. 
Lagerman is often asked by officers 
of other parish credit unions, what’s 
the secret? The answer is, there are 
five reasons why Mt. Carmel grows. 
They are: 

® The pastor of the church is 
friendly to the credit union. 

® The credit union has regular 
hours convenient for all the members. 

® There is persistent advertising 
and promotion. 

® The service to the members is 
as good as the staff knows how to 
make it. 


September, 1956 


© At the first possible moment, a 
full-time manager was hired. 

These are the essentials, in Mt. 
Carmel’s experience. How they can 
be used by other parish credit unions, 
each parish credit union will have to 
decide for itself after studying the 
Mt. Carmel story. 

Mt. Carmel parish was established 
in the first place as a parish for Span- 
ish and Italian speaking families in 
Pueblo, Colorado. This Mexican and 
Italian population has lived in Pueblo 
for a long time. When the Colorado 
Fuel & lron Company set up its steel 
mill in Pueblo, back in 1880, labor 
was imported from Mexico, Italy and 
Ireland to fill up the short labor mar- 
ket of the period. It was a time of 
heavy immigration, with industries 
springing up everywhere and cities 
growing at a tremendous rate. 

Living and working conditions of 
steel workers in those days were not 
luxurious. It was a hard life, and 


What makes a 
parish 


credit union 


Mt. Carmel, 
fourteen years old this year, 
is growing faster each year 
and can see 


five specific reasons for it 


there were bitter strikes. The people 
of Mt. Carmel parish were poor. 
Speaking English with difficulty, 
strangers in a strange land, they 
grouped themselves together in their 
own tight-knit communities and lived 
their own lives as best they could. 
As working conditions improved, the 
life of the people of Mt. Carmel parish 
grew better. Nevertheless, many of 
them were still living in houses little 
better than shacks when the credit 
union was organized in 1942. Today, 
the average take-home pay of the men 
in the credit union is around $60 or 
$65 a week. On this they support their 
families. 

The credit union was Father Mur- 
ray’s idea, to begin with. The Rev- 
erend Charles J. Murray, S. J., came 
to the church first as assistant priest. 
A big man, brought up on an Iowa 
farm, he had a keen interest in eco- 
nomic problems. He knew from his 
own background how much credit 


1 








means to farmers, and he could see 
similar problems in his own parish of 
industrial workers. He talked about a 
credit union to everybody who would 
listen 

But it wasn't just an economic idea, 


Nobody, he said, has 


time to worship God who is all tied 


is he saw it. 


up with worries about money. Money, 
more than almost anything else in 
life, has a tendency to make itself a 
od. But properly understood, money 
ind credit are simply creatures meant 
for the service of man, like fire and 
water. They are not to be worshipped. 
they are not to be made the end of 
life 


Hence. Father said, this 


Murray 
credit union can play an important 
part in the parish by encouraging 


sane attitudes toward money. The 
credit union will make it clear that 
money is just a means by which we 
can help each other as Christians 


ought to. 


Apply for charter 

Enough parishioners were interest- 
ed to apply for a charter. This was 
¢ranted by the State of Colorado in 
December, 1942, and the credit union 
opened for business in January, 19143, 
with Carl Ochiato as treasurer. 

There was progress, but it was slow. 
Even when the credit union, helped 
by an attorney, Clarence C. Bellinger, 


found a way to protect a number of 


families from losing their homes, 
growth was not much accelerated. 
This story has been told before 


(Bridge, March, 1947); 


used land, on which members of the 


briefly, un- 


parish had built homes, went up for 
tax sale. Speculators bought it up and 
threatened to evict the homesteaders. 
The credit union’s attorney managed 
to find legal technicalities which pro 
tected the members, and got them 
title to the land at small amounts 
ranging from a few dollars to $400. 
lt was an exciting episode in the 
credit union’s early history; it made 
home-owners of some 70 families; 
and it gave some hint of how the 
credit union might in the future su 
ceed in bringing home-ownership to 
many more, 
Nevertheless, new members were 
coming in only in handfuls. Most of 
the conditions favorable for growth 
seemed to be present, but something 
was lacking. At the end of 1948, Fa- 
ther Murray and treasurer Ochiato 
were looking for some way of speed- 


Membership had 


ul things up. 





reached 432, the members’ savings 
totaled $55.677. and loans outstand 
ing totaled $41,008 A CUNA field 
man suggested that their potential 
would justify hiring a full-time man- 
ager. 

This was a bold suggestion. With 
only $41,008 out on loan, some of it 
in real estate, the income of the credit 
union was only about $300 a month. 
However, there was available a sub- 
stantial amount of undivided earn- 
ings, from which a man’s salary could 
be paid for one year. It looked to 
Father Murray and treasurer Ochiato 
as if the one missing piece had been 
fitted to the puzzle. 

Dick Lagerman, after 25 years with 
Colgate-Palmolive-Peet, was looking 
for a change of climate to help his 
asthma. He had been treasurer of the 
Colgate credit union in Kansas City, 
Kansas, for ten years. When he was 
invited to visit Mt. Carmel and think 
over the possibility of becoming man- 
ager, he was in a favorable frame of 
mind. The job was challenging, and 
the climate was perfect. He accepted. 

The first thing he did as manager 
was to set up regular office hours that 
would make it possible for all mem- 
bers to get into the credit union. The 
members of Mt. Carmel work around 
the clock. There are three shifts at 
the steel mill, and many other mem- 
bers are working on swing or mid- 
night shifts. It was important to make 
the hours simple enough so they 
could easily be remembered, and con- 
venient enough so no member would 
find it impossible to get in sometime 
during regular hours. The present 
Monday-Friday 9-5; 
Wednesday evenings 7:30 to 9:30; 


hours are 


Saturdays 9 to noon. 


What service means 


But regular hours, while basic, are 
only part of the bigger picture of 
service to members. Member service 
means a lot of things. Among them. 
as Mt. Carmel has worked them out, 
are: 

|. Quick attention. No member has 
to wait around at the counter and 
wonder when somebody is going to 
speak to him. If the staff is loaded 
with work, somebody at least goes 
over and tells the member there will 
be a short wait. 

2. All loan applications are sub- 
mitted to the credit committee. Re 
gardless of how imp ssible a loan 
application may be— ond of course 














some of them are—the staff never 
turns it down. 

3. Members are treated like own- 
ers. When a member comes in in 
greasy overalls and hesitates about 
sitting down in a clean office chair. 
he is told that it is easy 


crease off a chair. 


to wipe 


1. Every member gets a friendly, 
full hearing. There is a file on each 
member, from which the interviewer 
ean quickly pick up a full history be- 
fore talking to the member about his 
immediate problem. 

5. Many large loans can be granted 
immediately. The credit committee 
has authorized the manager to grant 
loans up to $1,000 on his own discre- 
tion. Loans over $1,000 that look 
reasonable can be okayed on a phone 
call to one member of the credit com- 
mittee. The credit committee looks 
over all these loans, of course, but 
only has to wrestle with the tough 
ones. 


Deciding to advertise 


The other big decision that Lager- 
man made was to advertise steadily. 

Mt. Carmel has had no big member- 
ship drives, no special stunts, no tele- 
phone committees, no house-to-house 
canvasses, no every - member - get - a- 
member campaigns. The promotional 
work of the credit union has been 
done entirely with newspaper, radio 
and direct mail advertising. It has 
been consistent, steady, relentless. 
Three newspapers are on the schedule, 
three radio stations have been used, 
and a monthly newsletter has been 
going to all members every month. 

The reason why advertising has 
been relied on so heavily has nothing 
to do with theory. There just hasn't 
been time for any individual in the 
credit union to go around calling on 
members. In 1950 Lagerman hired an 
assistant—Lee O’Brien, former man- 
aging director of the Missouri Credit 
and at that point it 
looked like a good chance to try the 


Union League 


house-to-house approach. 

O’Brien conscientiously went from 
house to house for three weeks. In 
that time he found practically no male 
members at home. The men in the 
credit union work on so many differ- 
ent shifts that O’Brien found himself 
talking almost exclusively to house- 
said, “It 
sounds like a good thing, but I’d have 
to talk to my husband about it.” 


wives, who unanimously 


(Continued on page 24) 
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Pueblo, Colorado 
is dominated by a 
big steel mill, which 
attracted many of 
the working people 
for whom Mt. Car- 
mel parish was es- 
tablished. 


At the time the 
credit union was or- 
ganized, some of the 
parish families still 
relied on this spring 
for their water. 











$273,500 
| 1952 
































When a defaleation occurs, membership falls off, shares fall off, loan 


applications falter and expense ratio soars. Nevertheless, with hard 


work and sound planning, the credit union can be made stronger than 


ever. Here’s how the credit union at Wright Field 


COME-BACK ... 


thee Dayton Federal imployees 
Credit Union used to be called the 
Wright Field Credit Union. It’s the 
ill right, but it’s 


new naine and a new look. 


dit union 


on for the change is history 
1950 the credit union had to 
up a $225,000 shortage with 
but a $50,000 surety bond and 
board of di 
job that 
the credit union is healthier 
before. Better yet, 


rs ire now alert and in 


OTK The new 
did such a good 


its members 


did it happen? You would 

pretty good idea if you could 

one of the typical board 
eetings of the bad old days. 

It's a warm June day. The board 

nbers listen drowsily as the lady 

w he unages the credit union reads 

ff the monthly expenses 
lelephone 
hattel for J. J. 


Stationery and 


$240.32 Filing of 
$26.36 
supplies, $10.15 
Filing of chattel mortgage for Alice 


Corner, 


made its... 


B. Sphere, $35.85. Collection expense, 
$85.26...” 

Nobody asks any questions. No- 
body wants to know why it costs 
twenty or thirty dollars to register a 
chattel mortgage when Greene county 
$1.00. Nobody 

the telephone 


charges less than 
wants to know why 
bill runs nearly $250 when all the 
members of the credit union live in 
or around Dayton. Somebody moves 
that the expenses be approved. Some- 
body seconds it. Blanket approval 

. and the supervisory committee 
asks no questions when the time for 
the audit comes around. 

Who is the manager? At the 
moment she is brunette, although she 


has been known to change from 
time to time. She is a youngish grand 
mother, she is a lively dancing part- 
she and her 
building a $50,000 


house. Since their joi 


ner, she loves part 
husband are 
income is con 
siderably below the required level for 
1 $50,000 house, you would think 
some eyebrows would >e raised. May- 


be some were. but not among the 
board of directors. Her name? Let's 
skip it; she has now served time and 
is living in another state. 

It was a popular credit union with 
officers of other credit unions. Some 
of them remarked from time to time: 
“Gee, I wonder if that credit union 
is paying for all those parties, or if 
the manager is footing the bill. One 
thing for sure, you can have a good 
time with that bunch, and it deesn’t 


cost a cent.” 
Good for a laugh 


The members found the situation 
mainly humorous. There were sev- 
eral standard jokes. One went some- 
thing like this: “I’ve just been down 
to the credit union office with my 
paycheck and things look pretty good 
to me. I see our manager has another 
diamond bracelet. | know my money 
is safe by the amount of jewelry she 
wears.” 

This, believe it or not, went on 
for six years. How this hard-spend- 
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after a defalcation! 


ing lady managed to lull the sus 
neighbors. 
officers and members and even the 
Ohio Division of Securities for. that 
period of time would be too long a 
story to tell here. The fact is, she did. 

The break, as often happens, came 


picions of friends and 


while she was on vacation. She had 
gone to Los Angeles: on her way 
she notified the president of the credit 
union that there was a shortage in her 
account. He knew she had been hav- 
ing trouble with the books, because 
for some time she had been postpon 
audit. When she did not 
return, he called in a firm of certi- 
fied public 


ing an 


accountants. Of the re- 
ported assets of $625.000. the audit 
revealed a deficiency of $225.00. The 
FBI picked her up in Los Angeles, 
and in court she was asked at last 
the questions her board of directors 
had neglected to bring up. 

Why, for example, had she spent 
$36 filing a chattel mortgage?’ She 
explained, “I couldn’t waste the time 
taking a bus downtown, so I had to 
take a taxi, and then it happened 
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to be lunch time, so I had to have 
lunch at the hotel.” It developed that 
she had charge accounts at five hotels. 
When the whole story had been told. 
she got nine years in the federal 
penitentiary. Nothing was recovered 
from her—-she had spent every cent. 


Five tricks discovered 


The CPA’s found five methods she 
had used to obtain funds illegally 
from the credit union: 


@ Withholding cash payments. Pay- 
ments were made to her, but she did 
not credit all amounts she received to 
the daily receipts of the credit union. 
® Drawing of false loans and forg- 
ing signatures. Credit union officers 
used rubber stamps to approve credit 
committee reports and loan applica 
tions—and even for signing checks. 
© Improper handling of checks re- 
ceived from the collection agency that 
was collecting the credit union’s de- 
linquent accounts. The treasurer did 
not pay the fees due to the collection 


agency, did not post many accounts 


Wright Field is a giant 
air base near Dayton, 
Ohio. It covers an area 
of twenty square miles. 


which had been paid in full, and 
withheld payments from the collec- 
tion agency. 

®@ Manipulation of payroll 


Salaries and expense accounts were 


cash. 


forged. The manager drew payrolls 
in advance and didn’t credit the ac- 
counts properly. 

® Extraction of cash by underfoot- 
ing the total of credit slips as well 
as classification sub-total. Each day, 
the manager number 
of cash received vouchers. T hese re- 


removed a 


ceipts would therefore not show in 
the summary of the day's business. 

The whole thing made a carnival 
for the newspapers. The party-loving 
brunette who collected bracelets and 
pulled the wool over the eyes of 
Wright Field credit union officials 
and state examiners made great copy. 
The story was played up big, in the 
style. No doubt 


readers enjoyed it, but the 


most sensational 
many 
effect on the members of the credit 
union was something less than ente: 
taining. 


It was a confused membership that 


o 





was asked to vote by postal card 
whether the future of the credit union 
should be 
tion The 


widely over the 


liquidation or reorganiza 


members were scattered 


more than twenty 
square miles of the air base. Outside 
the existing official family, the move 
nent of the members to reorganize 
developed slowly. One member asked 
i CUNA national director in Dayton 
for advice. The advice he gave, which 


proven, was “Re 


has been well 


raniize 


reorganization started 


The actual 
on asimple basis. One member under 
took to assemble as 
holders as he could 


organizing. The 


many share 


interest in re- 
national director 
promised to provide the know-how. 
At the first meeting, the goal of re- 


organization was firmly established. 


One meeting led to another: as 


word got around, other shareholders 


joined in the planning. Gradually 


ibout three dozen members of the 
credit union were brought into active 
participation members who had 
ised the credit union’s facilities, some 
of them for years. vet who hardly 
knew what a credit union was, much 
\ petition to 
force the established board of dire« 


tors to hold 


meeting was 


less how it operated, 


a sper ial shareholders’ 
signed by over four 


members: and when the 


held, the 


usual 25 or 45, but 


h indred 
meeting was attendance 
totaled not the 
over seven hundred shareholders 
me of them quite angry. Only five 
nembers of the credit union’s official 


thought it best to 


lamiy of twenty 


ittend 


6 


Duane Culler, present manager of the 
Dayton Federal Employees Credit Union, 
has seen the credit union rise to new 
strength after a 28 percent scale-down. 


Everybody's errors were thorough- 
ly reviewed. This included the errors 
of the 
found that they were 


themselves. who 
a little late in 
realizing that the credit union was a 


members 


precious thing. It was hard to admit 
that their own neglect and failure to 
participate were partly responsible 
for what had happened. The impor- 
tant thing, however. was that the 
members voted to continue operation. 
\ group volunteered to serve on the 
new board of directors. and this new 
group was elected. 

The new board set itself a list of 
objectives, based in part on mini- 
mum requirements for reorganization 
established by the Banking Commis- 
sion, in part on the board’s own 
judgment of what the situation de- 
manded. Here were the objectives: 

|. To re-open the credit union as 
soon as possible. This involved col- 
lecting the $50,000 bond, making the 
necessary adjustments on the books, 
members. 


Since the net loss repr ‘sented 28 per- 


and resuming service to 
cent of the shares, a 28 percent write 
Also, at the 
start. no member could be 


down was necessary 
allowed 
to withdraw more than 25 percent 
of his share balance 

2. To place the credit union on a 
sound financial basis with efficient 
management and supervision of its 
operation. 

3. To provide effective measures 
and safeguards to protect the share- 


holders, by 


ternal and external audits. 


requirit periodic in 
A CPA 
firm was employed on a = monthly 


basis. 


the highest dividends 


1. To pay 
possible, in order to help the present 
shareholders recover their losses. 

5. To recover as much of the im- 
paired capital as possible. 

6. To improve and increase serv- 
ices to members. 

7. To participate more in chapter 
and League activities, so that officers 
better in- 
affairs. 


8. To take all possible steps to 


and members would be 


formed about credit union 
keep the credit union from becoming 
again a one-man organization. 

9). To 
potential members with information 
the credit 
never been an educational committee. 


provide shareholders and 


about union. There had 
One was set up. The credit union also 
organized a booster club. The mem- 
bers of the booster club are members 
who are readily accessible to other 
employees during working hours. 
Booster groups are responsible for 
distributing newsletters and other in- 
formative material prepared by the 
educational committee. 

Here are some of the questions the 
members asked during the reorgani- 
zation period, and the answers they 
got: 

Question: Has the $50,000 bond 
been paid? 

Answer: Yes, in full. 

Question: You say we may with- 
draw up to 25 percent of our de- 
posits at this time. If every share- 
holder withdrew 25 percent of his 
deposit, would it cause a run on the 
credit union? Would this hurt the 
credit union’s full operation 7 


Answer: Careful examination by 


The Credit Union Bridge 





A Comparative Summary 


Shares Loans 


$327,400 $272.900 
295.475 
283.040 


393,400 


the board reveals there is enough 
cash on hand to permit a 25 percent 
withdrawal at this time. 

(Juestion: Is it necessary to with- 
draw 25 percent of my shares at this 
time ? 

Answer: No. 

Question: How did you arrive at 
the 25 percent figure? 

Answer: We 


things: 


considered several 
the cash on hand, required 
cash reserve, the estimated needs for 
loan purposes, the estimated budget 
for next year. 

Question: Will with- 


drawals be permitted in the near 


additional 
future? 

Answer: Yes, as financial condi- 
tions warrant 

Question: Can the credit union ac- 
cept share purchases on opening day? 

Answer: Yes. 

(Juestion: Can newly deposited 
money be withdrawn? 

Answer: Yes, in full. 

(Juestion: Can I obtain a loan from 
the credit union? 

Answer: Yes, with the proper 
securities. 

With the opening of the credit 
union in January, 1952, the board 
hired a new manager. Then at the 
annual meeting in 1953, the board 
made the following report of its past 
year's activities. 

Marcu: 1. Inventory of cash and 
supplies was made. Obsolete forms 
were returned for credit to the league 
supply depot. 2. A numbered chart 
of aecounts was set up with uniform 
descriptions. All financial 
statements, it was decided, would be 


account 
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Income 


32.500 


56.000 


Ratio 
Loans to 
Shares 


Expense Dividend 


$31.140 $28,530 


26.000 


25.880 


14.110 28.005 


made monthly to the board of direc- 
tors on this basis. 

APRIL: 
system was installed, so that monthly 


\ new machine-accounting 


trial balances of members’ accounts 

would be available by the fifth work- 

ing day of the following month. 
May: 


passh« Ti ks. 


Members were issued new 
machine at 
cashier’s window. In this way all cash 


posted by 


deposits could be recorded on tape, 
which could not be juggled by the 
cashier. Tape totals were locked in, 
then printed on the daily treasurer’s 
report for his records. 

June: Office procedures were re- 
organized, and it was found the work 
could be handled by a smaller office 
force. 

Juty: List of delinquent loans as 
of June 30 was given to board of 
directors for necessary legal action. 
(Annual reports of previous treasurer 
showed consistent understatements 
since 1946.) 

Aucust: Received notice of deduc- 
tion of intangible property tax in the 
state of Ohio, based on appeal of pay- 
ment on shares before 1951 break- 
(The manager had 
failed to pay these taxes.) 

SEPTEMBER: Arranged deferred 
payment of delinquent unemployment 


down. former 


insurance premiums for years 1949, 
1950 and 1951 without penalty to 
state of Ohio. Worked with finance 
committee on write-off of reorgani- 
zation expense on deferred basis for 
approval of CPA and State Division 
of Securities. 

Octoper: Obtained list of delin- 
quent loans as of September 30 for 


by Years Since 


Reorganization 


The delinquency of more than 
$60,000 at the time of the reorganiza- 
tion can be compared with the current 
delinquency on loans made since the 
reorganization which totals $4,000. 


In 1956 the Dayton Federal Em- 
ployees Credit Union, Inc., came back 
into the fold of the Ohio Credit Union 
League and now has full active mem- 
bership. 


legal action. Arranged for verification 
of delinquent loan balances by the 
CPA. Received permission to hire 
part-time employee to contact delin- 
quent borrowers. 

NOVEMBER: The new supervisory 
committee requested the board to 
adopt a definite loan policy, setting 
maximum amounts and loan repay- 
ment periods. Credit committee had 
no firm policies. 

DECEMBER: 1. Received approval 
of proposed 1953 budget. 2. Recom- 
mended that 85 delinquent loans be 
charged off due to ratio of cost of 
collection to probable collections. 
3. Worked with the finance commit- 
tee and CPA in preparing the 1952 
annual report for shareholders and 
all other interested agencies and in- 
dividuals. 

During the period when all funds 
were frozen except for periodic re- 
lease of share capital to the members, 
the assistance of the Ohio Central 
Credit Union was invaluable. Bor- 
rowing from the Central Credit 
Union, the Dayton Federal Em- 
ployees Credit Union was able to 
continue granting loans to its mem- 
bers. This was a major factor in 
restoring their confidence. 

It was a long, hard climb, but the 
credit union is now in excellent shape. 
It has four employees besides the 
new manager, Duane Culler. Culler 
spends many hours talking to the 
members, listening to their problems, 
and creating confidence and good 
will. The assets now total $535,000, 
and the membership figures are gain- 
ing steadily. 





Credit union members 
should be warned 
against these 


Se paReT 


ECENTLY, the district attorney 
of Brooklyn, N. Y., reported, 
orkingman bought a bicycle priced 


When he 


had only $12 more to pay on his debt 


at $52.50 on installments. 


finance com 
pany seized not the bicycle, but the 
truck he used in his work. He had to 
pay 900 In repossession fees, in addi 
tion to the $12 balance, 

Another man bought a set of tires 
ind tubes for $196.20 plus finance 
charges of $21.78. 


lost his job and 


he fell in arrears. The 


to retrieve it. 


Subsequently he 
fell behind in pay 
ments. One morning his car vanished 
from in front of his home. The police 
discovered the car had been seized by 
the finance company that financed the 
tire purchase. 


over S1LOOO. 


The car itself was worth 
and the debtor borrowed 
But the 


said he also would 


the money to pay his debt. 
finance company 
have to pay repossession costs of 
of $67. He 
borrowed that, too. He was authorized 
to. take the car, but not until he had 
signed a release absolving the com- 


When he 
» found that per- 


$47.50 and a storage fee 


pany for all pg ap 
picked up the car, 
aia belongings Jee $285 had been 
removed, and the car had been dam- 
aged to the extent of $235 of repairs. 

Let alone the damage and lost pos- 
sessions, this man paid over $300 for 
those tires by the time he retrieved his 
car. 

The financial assault committed on 
these installment buyers was perfectly 
legal. The 


clauses giving the 


installment contracts had 
sellers a chattel 
mortgage on the car itself in one case 
and the truck in the other, not merely 
on the merchandise bought. The con 
tracts further stated, in obscure legal 


lang , that the buyers had to pay 


CNRS 


any costs of repossession or other fees 
if the goods covered by the chattel 
mortgage were seized. Legally it was 
the buyer’s own fault if he, like a 


shocking 


signed a 


number of other people, 
under- 
standing the potential consequences. 

Credit 


prevalent than ever before, 


contract without 


rackets are now more 
both in 
the U. S. and in Canada. In Canada, 
installment sales have been growing 
at even a faster rate recently than in 
the States. Everywhere, moderate-in 
come families have become the target 
of all kinds of 
well as old. For one thing, television 
has given 


tricks, new ones as 


credit tricksters a new 
entry into homes. For another, sharp 
merchandisers and finance companies 
under the 
cloak of such respectable programs as 


have learned to operate 


Government-insured home - improve- 
ment loans and credit insurance. For 
a third, there seems no end to the 
gullibility of working people. Along 
with life insurance, credit is hardest 
of all personal financial matters to 
understand. 


Hazards in improvements 


Public and voluntary agencies such 
as the Federal Housing Administra- 
tion, Federal Trade Commission, Bet- 
ter Business Bureaus and local district 
attorneys, find themselves unable to 
stem the avalanche of sharp practices, 
despite repeated “fair practice” con- 
n TV stations 
and newspapers to refuse ads from 
credit baiters. Take the 


ferences and pressure 


home-im- 


provement business, favored by 
found FHA 
loans provided an esy way to sell 
over-priced storm win lows and sid- 


ing. In 1954, when the: = rackets were 


racketeers since they 


widely exposed, the home-improve- 
ments category was the leading source 
of complaints to the Better Business 
Bureaus. But after all the publicity, in 
1955 the Association of Better Busi- 
ness Bureaus again reported home- 
improvements its leading source of 
consumer complaints. In 1956 the 
situation is not much better. 
The pack is back 
Similarly in auto financing. In 
1952, the Federal Trade Commission 
established a fair practice code bar- 
ring the use of the “pack’’—the tech- 
nique of inflating various items in the 
cost of a car and hiding them in a 
single price for car, insurance and 
But by 1956, price- 
packing, inflated finance charges and 
other credit and bait-selling tricks had 
become so widespread that the Na- 
tional Automobile Dealers 
tion called it the 
problem. 
Recently, at a New York State con- 
ference sponsored by the Governor's 
Consumer Counsel, 


finance charge. 


Associa- 
industry's biggest 


most reputable 
banks and re- 
tailers agreed that credit gouging had 


finance companies, 


become so blatant that restraints are 
now necessary. 

Most states at least theoretically re- 
strict how much interest can be 
charged for loans. But what the public 
doesn’t realize, is that the majority of 
states do not limit the amount of 
credit fee you can be charged for cars 
and other goods bought on time. Nor, 
except for Quebec, do the Canadian 
provinces. Even where there are legal 
limits on finance charges, there are 
many ways dealers and loan com- 
panies get around them. The most 
obvious is simply concealing an extra 
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credit charge in the price of the mer- 
chandise itself. Recently an “easy- 
credit” store in Montreal advertised a 
chrome dinette set for $99 that was 
available at other stores for $47. 

Here are the nine biggest credit 
gouges in use nowadays—“biggest” 
in that they are so widespread and so 
potentially ruinous to the consumer’s 
financial welfare: 

1—The Blank Contract: State laws 
vary, but in many states an install- 
ment buyer usually must sign a wage 
assignment, a confession judgment 
note and a conditional sales agree- 
ment. Some states do not allow either 
a wage confession 
judgment. But even with a condi- 
tional sales agreement, the borrower 
should realize what he is obligated 


assignment or 


for. In this type of agreement, the 
title to the merchandise remains with 
the seller, and at any time payments 
are in default, he may repossess the 
article. Furthermore, many people 
don’t realize that if the re-sale value 
of the seized goods doesn’t cancel the 
debt, the debtor is liable for a de- 
ficiency judgment to pay the differ- 
ence plus court costs. 


Filling in the blanks 


But the conditional sales contract 
becomes really dangerous in the prac- 
tice of having buyers sign blank con- 
tracts. Thus a seller can fill in a larger 
amount. This happens even in states 
where the law forbids it, as in a recent 
case in Maryland. A man bought a car 
for $1295, paid down $175 in cash 
and was allowed $325 for his old car, 
leaving a balance of $795. He signed 
the contract, but did not get a copy 
of it, only a payment book. Later he 
noticed that although the balance plus 
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insurance added up to only $820, the 
payment book indicated total pay- 
ments would be $1300. This meant he 
was paying a finance charge of $500. 
He asked the local Better Business 
Bureau to intercede. The Bureau said 
it could do nothing since he had 
signed the contract. 

In a similar case reported by the 
Consumers Protective Committee of 
New York, a man whose wife just had 
a baby, answered an ad offering a 
washing machine for $295 with a 
“free” rotisserie. He signed a blank 
contract and a wage assignment. After 
the washer was installed, he found the 
amount filled in was $425. 

Blank contracts have been a no- 
torious gouging device in the credit 
jewelry business, where they some- 
times are palmed off as “receipts”. 
In one recent incident, a man bought 
a gold religious cross. The price was 
supposed to be $8, and the salesman 
told the buyer he could pay later if 
he just signed “this paper.” He did. 
Later he learned the “paper was a 
contract including a wage assignment, 
and the amount filled in was $80. 

Many of the scrapes installment 
buyers get into occur because it has 
become quite general practice for 
dealers to turn over conditional sales 
contracts to finance companies, except 
for large stores who finance them- 
selves. The finance company adds the 
credit fee, and in the case of un- 


scrupulous companies, it can be so 
large that the buyer finds himself with 
a heavier debt than he expected or 
can afford to carry. 


Hidden trouble 

2—The Obscure Wage Assignment: 
Wage assignments are increasingly 
being used in this period of booming 
credit selling. The more reputable 
credit sources, such as the department 
stores and banks, do not usually re- 
quire a wage assignment. Signifi- 
cantly, the higher-cost installment 
dealers and small-loan companies 
often do make buyers sign wage 
assignments in states that permit this 
document. Some states require that 
the wage assignment be a separate 
document and plainly labeled such. 
But in others it can be part of the 
sales contract. This is where people 
run into trouble. A surprising number 
of installment buyers do not read 
contracts at all, and many others read 
without understanding what they 
have consented to. In this case they 
have agreed that the seller or finance 
company can go to the employer and 
collect any arrears out of the buyer’s 
wages. 

Many wage-earners are running 
into trouble with wage assignments 
they gave heedlessly or unknowingly. 
A representative of American Labor 
Education Service recently revealed 
that some West Coast unions report 
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wage garnishments have become a 
major problem as workers fail to meet 
commitments on over-extended credit. 

But where this evil becomes an out 
right racket, is the trick of getting a 
buver to sign a blank wage assign- 
ment. This wipes out his only protec- 
tion against abuses of the wage assign- 
ment—the law in most states limiting 
how long such an assignment is valid, 
and imposing other restrictions. Ac 
cording to Junius Allison, senior at- 
torney for Chicago Legal Aid Bureau, 
i blank assignment permits an un- 
scrupulous creditor to change the 
date, insert the name of a present em 
ployer and, if he wants, increase the 
umount of debt. 


Fooling the employer 
Often the fear that the creditor will 
go to the employer with the wage as- 
signment. will compel a debtor to pay 
even though he 
cheated 


knows he is being 
Among some employers, the 
re assignment is cause 


hiing olf a was 


for discharge. Unfortunately. em 


ployers themselves sometimes are un 
aware of the legal restrictions on wage 
assignments and may accept them for 
ollection without sufficient investiga 
tion 

Another abuse to watch out for is 
the practice of some ¢ redit sellers of 
getting a wife to sign her husband’s 
name to a wage assignment. 
One of 


the most dangerous features creeping 


}—The Untrue Confession 


into installment selling. in states that 


permit it, Is the “confession judg- 


ment note” or “exculpatory” clause. 
\ confession judgment note waives 
almost all your rights. so that a 
finance company can almost auto 
matically get a judgment against you 
and seize your goods or garnishee 
vour wages before you know what has 
Under the 


clause increasingly found in contracts, 


happened “exculpatory” 
the buyer waives his right to any de- 
fense. Thus, an installment buyer who 
has been sold defective merchandise 
finds it difficult to get the dealer to 
make 


over the buyer’s note to a finance 


good. The dealer has turned 
company or bank, and the finance 
company points out that it is not 
responsible under the terms of the 
contract. The buyer can sue the seller 
if he is able to, but meanwhile he 
must continue paying the debt. 


| The Loaded **Re¢ eipt’: 


times credit stores send canvassers to 


Some 


factory gates and other plac es where 


wage-earners may be found. There are 
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many cases on record of these can- 
vassers suggesting to men that they 
take a watch or jewelry home over- 
night for inspection and to have the 
wife look at it 
whether or not to buy. The victim is 


before deciding 
asked to sign a paper described by the 
salesman as merely a receipt. But if 
the man tries to return the merchan- 
dise, he is told he has signed a sales 
contract with a wage assignment 
clause. 

The phony receipt often has been 
used in connection with FHA home 


improvement loans. Before the in- 
staller or contractor can get his money 
from the bank that finances the work. 
he must turn over a completion cer- 
tificate signed by the homeowner stat- 
ing that the work or materials have 
been satisfactorily completed or deliv- 
ered. In some Cases h meowners and 
wives have been induced to sign this 
certificate as a “receipt.” For example, 
the wife of one homeowner in Levit 


town, N.Y., ace epted ‘ 


windows and signed s 


livery of storm 
h a “receipt.” 
When the husband tried to install the 
fit. He got in 
touch with the seller. and was in- 


windows, they did n« 
formed the contract 'ad been turned 


over to a bank. The ; -ller. who had 


gotten his money from the bank, re- 
fused to do anything about the win 
dows. The bank insisted on payment 
under threat of getting a judgment. 
All the buyer could do was try to find 
if the storm windows would fit any 
neighbor's house and sell them at a 
loss. 

5—The Phony 


Credit life insurance, which pays a 


Insurance Game: 


borrowers debts if he dies, has been 
a valuable aid to borrower's families 
in the hands of credit unions and 
reputable banks. But some loan com- 
panies have discovered such insurance 
provides a detour around anti-usury 
laws. They raise the fee for the life 
insurance. make the borrower also 
take out 
ance,” and avoid giving him copies 
of the policies. Thus if he did die 


or get sick, his family might never 


“accident and health insur- 


know he was “insured.” Some money- 
lenders have even organized their own 
insurance companies to provide this 


“insurance. 


All for overhead 
The credit racket has 
flourished in the South and Midwest 
particularly. In Texas last year, 30 


insurance 


loan companies were placed “off lim- 
its” for military personnel after serv 
icemen protested they were required 
by these lenders to buy health or life 
insurance when borrowing money. 
before the 


Insurance Commission 


Previously. a hearing 
Texas State 
“insurance 
had collected $2 million 


in premiums for credit insurance in 


revealed that one such 
company” 


a single year but had paid out only 
$66,000 in claims. It had paid over 
$1 million in commissions to the loan 
companies that acted as its “agents,” 
and had spent almost twice as much 
on “administrative expenses” as it 
paid out in claims. 

In Kansas, a Congressional com 
mittee found that some loan sharks 
exact as much as 700 percent interest 
from borrowers through the use of 
credit insurance and brokerage charg- 
es. Some firms kept 85 percent of the 
premiums they charged borrowers for 
“credit insurance,” and sent on only 
15 percent to the insurance compa- 
nies. One man who borrowed $25 
from a Kansas City loan company 
was required to take out a $750 sick- 
ness and death policy at a yearly cost 
of $34.20. On another loan, for $30, 
the borrower was required to buy a 
$1250 policy. One of the borrowers 
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testified that he had to sign a note of 
$157 for a $300 loan, while another 
testified he had to pay $62 in premi- 
ums for “insurance” when he_ bor- 
rowed S151. 

6 Bait on the Installment Plan: 
Bait selling, which Tom Roberts, of 
Better 
Bureaus describes as “like a nation 


the Association of Business 
wide disease today,” is actually pow- 


ered and made possible by loose 
credit. Bait selling is the practice of 
advertising an item ata very low price 
when the seller has no intention of 
actually selling the cheap item, but 
aims to switch you to costlier—and 
cvenerally ove r-priced goods. 

The switch to expensive articles is 
made possible by low or no down 
payment and long terms. In a typical 
case, reported by the Better Business 
Bureau of Detroit, a homeowner re- 
sponded to a TV commercial offering 
storm win- 


aluminum combination 


dows at $7.87, demonstrated on the 
r'V screen by a fast-talking pitchman. 
When the salesman arrived, he told 
the homeowner he'd better buy the 
more expensive windows he« ause they 
did not corrode and turn black like 
the cheap windows. The better win- 
dows could be bought with only a 
small down payment. The homeowner 
agreed to buy ten storm windows and 
two storm doors for $504, paying 
down $30 and leaving a balance of 
$474. He was sent a payment book 
consisting of 36 payments of $15.93 
each, or a total of $573.48. The total 
cost of the merchandise bought from 
an honest dealer would be only about 
$350 or $400. 


Searing the housewife 

Close kin to credit powered bait 
selling is the “scare” technique used 
for some time to sell costly chimney 
repair jobs and new furnaces, and 
also in the sale of “health” cooking 
utensils for as much as $150 a set on 
installments. Most recently, scare sell- 
ing has been used in the sale of costly 
electronic fire-warning devices for 
homes. One moderate-income house- 
wife who listened to a salesman for 
such devices, and saw his frightening 
movie showing how you can die from 
effects of 


your house is on fire, signed up for 


fumes before you know 


a $1200 installation to be paid for 
over seven years. The Federal Trade 
Commission recently got a consent 
order prohibiting one organization 
selling home fire-alarm systems, from 


using scare tactics to arouse parents 
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emotionally to the need to protect 
their homes and children from fire. 
The complaint also charged the sales- 
men misrepresented the cost of the 
system and had failed to reveal to 
buyers they would have to pay finance 
charges. 

7—The Perpetual Debit: A tradi 
tional practice in the credit business. 
that keeps customers 1 debt for 
years, is the “add-on.” High-pressure 
installment stores frequently try to 
get customers to buy to the limit of 
their ability to pay, but even then 
won't let go. The object is to keep 
pressing the customer to add to his 
debt as soon as his old bill is partly 
paid up. A business reporter tells 
about a Toronto installment store in 
which the cashier presses a bell when 
she sees a customer’s debt has been 
reduced. As the customer is about to 
leave, salesmen converge on her. Re- 
tailing Daily reports that the slogan 
of a Denver store is, “Never let cus- 


tomers get their accounts paid up.” 


Tying them down 


“Add-on” pressure puts an install- 
ment buyer in double danger. The 
first is that he will spend years in 
debt to a high-interest, high-price 
store (furniture installment stores 
usually charge 20 percent more for 
the same goods than do stores that 
sell primarily for cash.) The other 


risk is that adding new purchases to 


the same contract makes all the previ- 


ous purchases liable for seizure in 
case of default or delayed payments. 

Actually the trend to 
charge accounts offered by the larger. 


revolving 


more reputable department stores and 
mail-order houses, is a high-class, low- 
pressure version of installment-store 
“add-ons.” Here too, but without the 
high pressure, the customer tends to 
keep buying at one store instead of 
comparison-shopping, to buy up to 
the limit of the family’s credit, and 
sometimes, to pay a surprisingly high 
carrying charge. One of the country’s 
largest retailers advertises its revolv- 
ing charge account this way: “There 
is a small service charge added each 
month for example if your 
monthly balance is $30, your service 
charge will be 45 cents.” That “small 
service charge” actually works out to 
a true annual interest rate of 18 per- 
cent. 

8—The Variable Finance Charge: 
The auto business has always been 
notorious for variable finance charg- 


es. Some dealers keep on hand several 
rate charts and bring out the one 
they think the particular customer 
will accept. The dealer gets a rebate 
from the finance company, and profits 
to the extent that he can induce the 
buyer to accept higher charges. The 
charts are printed and thus quite “of- 
ficial-looking.” 


The flexible discount 

This practice is now spreading to 
the appliance business as a means ol 
giving shoppers a discount with one 
hand and taking it back with another. 
\ Chicago appliance dealer reported 
in Electrical Merchandising, a trade 
magazine, that he varies his finance 
charge according to the price he gets 
for the merchandise. A customer who 
asks for and gets a 20 percent dis- 
count on a washer listed at $300, pays 
a finance charge of $50.40, and a 
delivery and installation charge of 
$20.50, for a total of $310.90. A cus- 
tomer who pays full list pays a finance 
charge of only 13.50, or a total of 
$313.50. 

This practice is “increasingly com- 
mon” in the appliance trade, said 
Electrical Verchandising. 

9—The Consolidated Debt: Small- 
loan companies have long advertised 
“consolidation loans” to get debtors 
harrassed by other creditors, to bor- 
row from them. 

This is an expensive practice for 
the debtor, of course, since he is now 
further in debt—to the tune of the 
18 to 30 percent interest rate he is 
charged for the loan. 

Now a competitor of the loan com- 
panies for this business has been 
spreading throughout the country 
debt consolidators. They are often 
also known as pro-rators or adjustors. 
Debt consolidators lend no money. 
but offer, for a fee, to arrange with 
creditors to accept regular payments. 
The debtor gives the consolidator an 
agreed amount of money each week 
for this purpose. 

There are honest debt consolidators 
and unscrupulous ones. One of the 
biggest and most heavily-advertised 
debt adjustment recently 
agreed with the New York Attorney 
General to quit operations when the 
state authorities found the firm had 
been using clients’ payments to fi- 
nance its own activities instead of 
relaying the payments to creditors. 


“services 


In other cases, debt adjustors have 
fled with their clients’ payments. 





i’ ERY credit union has the prob 

4 lem of collecting delinquent ac- 
counts. In the way it handles delin- 
quencies, a credit union reveals its 
character and philosophy just as 
much as in the way it provides loan 
and thrift services. A credit 
that gets 


union 
tough with 
delinquent borrowers hardly deserves 


unnecessar ily 


the name of credit union. 

But of course this does not mean 
that a credit union can let delinquen 
cies pile up. This would threaten the 
solvency of the credit union and add 
to the burdens of the members. It is 
no kindness to encourage a forgetful 
member to let his payments slide; he 
pays more interest that way and de- 
velops financial habits that may hurt 
h m | adly. 

Most credit union officers quickly 
learn that there is a difference be 
tween being tough and being firm 
Most of the delinquency problem is 
solved, after all, when a system of 
dealing with it has been established. 
Good collection procedures depend 
mainly upon prompt reminders and 
i systematic follow-up. This is true 
n business and it is equally true in 
credit union operation. The number 
of really bad loans made by credit 
unions is remarkably small, as the 
low loss-figures show. Most borrowers 
pay up; and the delinquency ratio 


will seldom rise to an alarming level 
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Most often the payment has been missed 
because of simple forgetfulness. 


where an adequate colle tion proced 
ure has been established. 

There are three types of delin- 
quency. One is the type caused by 
simple forgetfulness, and yields quick- 
ly to a gentle reminder. A second is 
the type caused by some mistake on 
the part of the credit union’s own 
committeemen or officers—not enough 
information was obtained from the 
borrower when the application was 
received, or credit was extended un- 
realistically, or the proper and nec- 
essary papers were not obtained when 
the loan was closed. This type calls 
for re-opening the loan and placing 
it on a sounder basis. The third type 
results from emergencies—unemploy- 
ment. layoffs, illness, death, marital 
troubles. These are circumstances be- 
yond anybody’s control, and challenge 
the credit union to help the distressed 
member in every way possible. 

Only a small part of the delin- 
quency problem is caused by the 
judgment-proof try-and-catch-me type 
of member. The general outlines of a 
collection system should be designed 
to take care of the main volume of 
delinquencies, not the exceptional 
tough case. This artic 
to effective collection 
which will greatly as 


offers a guide 

procedures, 
st in the collec- 
tion of delinquent loans. It also offers 
methods of automat -ally tabulating 
delinquent accounts. 


Before getting into the operating 
aspects of delinquency control, how 
ever, a word should be said about the 
educational aspects of the problem. 
\ credit union that has educated its 


members in the nature and philosophy 


of the credit union movement will 
ordinarily not have too much trouble 
making collections. Among the facts 
the credit union ought to tell its 
members about delinquency are 
these: 

® When a credit union has a large 
amount of delinquent loans, its lending 
service is impaired. Money is not 
available for members who need new 
or additional loan service. This may 
cause members to borrow elsewhere. 
If this situation occurs, it becomes 
difficult to convince members that the 
credit union is valuable to them. Re- 
gardless of what interest rates may 
be charged elsewhere, most members 
do not want to and often cannot wait 
for their loans. This sort of situation 
may also lead to withdrawals from 
share accounts. 

© If the large 


enough so that examination fees are 


credit union is 
based on time spent, a messy delin- 
quency situation will add to examina- 
tion costs. Examiners are likely to 
spend a good deal of time probing 
into the affairs of a credit union that 
doesn’t have its collections under con- 
trol. 
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a system for controlling 


delinquencies that 


any credit union can use 
regardless of size 


® Money 


loans means the credit union’s ability 


tied up in delinquent 


to help members in a crisis is re- 
duced. Money for new loans or share 
withdrawals to tide members over a 
lay-off period or similar situation is 
lacking. In 


unions with serious delinquency prob- 


some instances, credit 
lems have been forced to liquidate in 
order to prevent a loss to share- 
holders. 

® Depending on the law under 
which the credit union operates, a 
delinquency problem may also force 
the credit union to set up a special 
reserve at the end of the year. The 
amount allocated for this purpose 
may be so substantial that the credit 
union’s ability to pay a dividend is 
affected. 

® Widespread delinquency attacks 
the confidence of the members in the 
credit union. Delinquent borrowers 
are seldom regular savers, and they 
have a tendency to borrow from many 
sources rather than principally from 
the credit union. Some borrowers be- 
come worried about their ability to 
repay and apply their share balances 
against their loans, effectively sabo- 
taging their savings programs. Many 
borrowers, if they find they can skip 
a payment now and then, will let this 
knowledge lead them into overbor- 
rowing from miscellaneous sources. 

A credit union gains the full con- 
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fidere e of its members when it has 
established two facts: that it is run 
in a sound and businesslike way, and 
that it stands ready to help its mem- 
bers in every possible way. Generally, 
there is no conflict between these two 
principles. 

Now for the practical operating 
aspects of collection procedure. 


Handling current accounts 


At the time a loan is made, the 
borrower chooses a plan of repay- 
ment. He is informed that payments 
may be made in person, by mail, or 
through payroll deduction. The ma- 
jority of payments are made over the 
counter. 

When the borrower visits the credit 
union office, he carries his passbook 
with him. The treasurer or employee 
accepts the borrower’s cash, check or 
money order, and makes a record of 
the payment on the member’s loan 
card and in his passbook. The record- 
ing may be done by hand-posting or 
by a mechanical posting machine. In 
either instance, the individual ledger 
card should contain a complete record 
of the account, the day of the month 
on which the payment is due, the 
amount due, and the dates on which 
payments have been made. 

There are many metheds for de- 
linquency control. A few of these will 
be described. 


SPECIAL : 
REPORT 


Kinds of delinquency records 


For a small credit union, early 
recognition of a delinquent is a com- 
paratively easy matter. Some treas- 
urers make up a list of members who 
have missed loan payments each busi- 
ness day after the cash received 
vouchers have been posted. A few 
treasurers find it helpful to make up 
vouchers for all borrowers prior to 
each business day, and arrange them 
in book-number order. When a mem- 
ber makes a payment, his voucher is 
removed from the pack. Vouchers re- 
maining in the pack at the end of the 
day indicate missed payments. 

Other treasurers prepare a list of 
borrowers on a columnar pad. Several 
columns are used to show the names 
of members, the amounts of loan pay 
ments, and dates on which payments 
are due. At the end of the week, the 
treasurer checks off the payments that 
have been received by consulting the 
cash received vouchers. Blank spaces 
indicate payments that have been 
missed. 

For smaller credit unions, nothing 
more is necessary except to maintain 
the note record and delinquency con- 
trol sections of each share and loan 
ledger account. 

Large credit unions have developed 
other methods suited to their needs. 
Some of the successful methods used 
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to provide early recognition of missed 


payments are these: 

1. As the bookkeeper posts the pay 
the cash 
received vouchers for a business day, 


roll deduction schedule or 


he lists the book numbers of loan ac- 
counts on which payments were due 
but not made. After the postings are 
completed, the list of book numbers 
can be quickly prepared and used as 
the basis for sending out reminder 
notices, This procedure can be used 
either for machine-bookkeeping or 


hand-posted provided the 


pay- 
as the 


systems, 


list or vouchers representing 


ments are in the same order 
share and loan ledger. 

2. Ledger accounts containing loans 
can be marked with tabs to facilitate 
review for missed payments. As a 
payment is posted, the tab can be re 
moved; the tabs remaining after the 
act ounts have been posted, represent 
missed payments. 

3. If the ledger is a vertical or vis 
file, the 
loan payments are posted can be off- 


set to 


ible index cards on whi h 


distinguish them 


accounts on which payments are 
missed 


1. When a trial balance of the loan 


from the 


| CREDN ! 
WATIONA 
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The telephone is an 
excellent method of contacting 


delinquent borrowers 


ait 


taken at the end of the 
month, the book numbers of accounts 


ledger is 


on which payments have been missed 
can be listed opposite the balance on 
the tape. The items picked up by this 
device are the ones which are not 
normally listed on the monthly sched- 
ule of delinquent loans those on 
which payments are only a few days 
past due. 

lo facilitate systematic follow-up 
of delinquent loans and to accumulate 
larger 


credit-rating information, 


credit unions use one or more of the 
following devices: 

Colored tabs: Deli: quent loan ac 
counts are marked with a distinctive 
colored tab. 
ledge j 


addition to the note record informa- 


Votations on account: In 
tion, notations concerning the colle 
tion steps taken and results accom 
plished are entered on the borrower's 
ledger account. 
Votations on the monthly schedule 


of delinquent loans: brief notations 


about collection steps and results ac- 


complished during the month are 


made on the schedule for the preced- 
these monthly 


file. 


ing month end, an 


schedules are plac ed « 


Collection card: One of 


these cards is prepared for each bor- 


record 


rower who becomes delinquent. When 
the loan is restored to a current status, 
the card is removed from the file. If 
the borrower becomes delinquent ata 
later date, the 
When this device is used in addition 


same card is used. 
to notations on the ledger accounts, 


it facilitates a division of labor in 
controlling delinquencies. The collec- 
tion record cards may be maintained 
and used by the delinquent loan com- 
mittee without interfering with the 
office routine. 

Collection file: A folder is set up 
for each borrower who is more than 
a month delinquent. Copies of cor- 
respondence and reports made by the 
delinquent loan committee are filed 
in these folders, which are arranged 
either in book-number or alphabetical 


order . 


Office processing 


Once the delinquent accounts have 
been spotted and identified, the credit 
be di 


vided into three succeeding steps: 


union’s further activities may 


(An automatic follow-up system 

Personal ‘attention to each account 

Legal procedings which may 
eventuate 


Kach of these phases of collection 
work calls for techniques. 
Each has its Each, it 
should be recognized, works better 


certain 
limitations. 


with some members than with others. 

It is therefore important to have 
collections supervised, if possible, by 
someone with new 
credit 
where only inexperienced officials are 


available for collection work, guid- 


experience. In 


unions, or in credit unions 


ance and suggestions should be ob 
tained from league personnel and 
chapter meetings. 

Before the treasurer or employee 
passes a list of delinquent accounts 
along for automatic follow-up, how 
ever, he should be sure to determine 
whether payments have been received 
from any borrowers on the list since 
the list was prepared. This pre-follow- 
up step should not be overlooked. 
Human beings are especially sensitive 
when they borrow money, and it is 
important not to embarrass them. 


Automatic follow-up system 


Since all delinquent accounts 
should be brought to the attention of 
the treasurer or manager immediately, 


the filing system in use should auto- 
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matically bring up the cards of de- 


linquent borrowers each day. 


It may be advisable to wait a short 
time before considering an account 
delinquent. If an immediate reminder 
notice is sent out, it will reach certain 
members who are out of town. sick. 
or unable to come to the credit union 
office for one reason or another. It is 
better to avoid antagonizing these 
whose 


borrowers, delinquency is 


temporar y and involuntar \. 


On the other hand, the first re 
minder notice should not be delayed 
too long. A definite time limit should 
be set. Promptness is of the utmost 
importance. The period may vary 
from a week to two weeks, but in 
almost every case the first reminder 
should be mailed to the member with- 
in two weeks of the day he has missed 
his payment. Each credit union must 
set its own policy based on local con- 
ditions. 


The first reminder notice will 
normally call the member’s attention 
in a friendly way to the fact that a 
payment is past due. Stiff language 


should be 


playful or 


avoided, but so should 
joking comments. All 
studies of collection letters show that 
most borrowers are antagonized by 
threats and wisecracks. .So the re- 
minder notice should simply stress 
the importance of keeping loan pay- 
ments current; and it should probably 
include the qualification that if a pay- 
ment has already been made, the 
notice should be disregarded. Many 
credit unions enclose return en- 
velopes. Some, instead of using a 
form letter, write personal letters to 


all delinquent borrowers. 


Using the co-maker 

should be 
timed for mailing from five to ten 
days after the first. if the first has 
produced no results. If the loan is 


| he st cond reminder 


secured by a co-maker, this is the 
stage at which the borrower's atten 
tion may be called to the possibility 
that the co-maker may be notified. 
For example: “As a courtesy to you, 
we are withholding notice to your co- 
maker for one week to permit you to 
bring your account up to date.” . This 
is a clear. politely-worded hint that 
prompt action is necessary. Most bor- 
rowers would rather make the pay- 
ment than have the co-maker notified. 
If it becomes necessary to notify the 
co-maker, another letter or form may 
be used. 
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If both first and second reminders 
fail. a third letter is mailed. This is 
usually a printed form letter, with the 
date. member’s name, address and 
account number typed in. It takes the 
form of an ultimatum: “The board of 
directors have instructed me to en- 
force collection through legal pro- 
ceedings if payment is not received by 
such and such a date.” There is a 
certain type of borrower who will 
delay his payment until he has re- 
ceived a letter of this ty pe. 

A time table should be set up for 
these three notices, depending on the 
credit union’s policies and condition. 
Some credit unions will send out the 
first notice one to two weeks after the 
payment date, the second notice five 
to ten days after the first, and the 
third notice ten to fifteen days after 
the second. Others use the fifth week 
for the second notice and the seventh 
week for the third notice. Regardless 
of what time table is set up, it is essen- 
tial that these notices go out auto- 
matically. 


Personal attention to 
delinquencies 
If a borrower ignores three notices, 
his file should be reviewed. Personal 


supervision starts here, either with a 
personal letter or a telephone call. 
Since the borrower paid no attention 
to formal notices, he probably needs 
a stiff jolt. 

But this still calls for tact and 
ingenuity. A firm statement of the 
facts can be made in a dignified and 
courteous way. The credit union must 
insist that its collectors treat its mem- 
bers with patience, perseverance and 
sympathy. The forceful methods used 


by some lenders are completely out of 


place in the credit union. 


Telephone notices 

It is better for the credit union 
representative to call the delinquent 
by telephone, rather than send a final 
notice or collection letter. The contact 
should be made by somebody with a 
pleasant voice, who can discuss the 
case intelligently over the telephone. 

The telephone is one of the most 
convenient and economical means of 
handling deliquent accounts, if well 
used. Some members can only be 
reached at home after work, others 
can be reached during the day on the 
job. Some will refuse to answer the 
phone—others will return the call if 
a message is left for them. Often, a 
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borrower's wife, if tactfully ap 
proached, will assist in bringing the 
account up to date. 

The collector’s problem is to deter- 
mine whether the delinquency could 
have been avoided or was beyond the 
horrower’s control. Many people get 
into financial difficulties which they 
are unable to straighten out without 
sensible advice from a friendly out- 
sider. The credit union should recog- 
nize the situation and give all possible 
help. Some remedy should be sug- 
gested, such as a brief postponement 
of the payment, rewriting the loan, or 
in extension agreement. This is the 
kind of practical service to members 
in difficulty that does much to build a 
credit union. 

The experienced collector soon 
learns the proper methods to use in 
discussing the situation with the bor- 
rower who is wilfully delinquent. It 
it not always necessary to state just 
what action will be taken; certainly it 
is necessary to avoid threats. But a 
firm policy must be established. The 
delinquent should be made to realize 
that the credit union wants prompt 
payment and expects him to keep his 
ret ord ‘ lear. 

Harsh handling of borrowers will 
usually do more harm than good; their 
typical reaction is stubbornness. It is 
better for the collector to try to keep 
the member a friend, and eventually 
get the payments, rather than needle 
him to the point where he decided 
never to pay the credit union another 
dollar. Not infrequently he will turn 
out to be judgment proof, and a law- 
suit will get the credit union nowhere. 
Generally speaking, a collector should 
make friends and collect payments, 
rather than make enemies and charge 
off bad loans. 


Outside collections 

When letters and telephone calls 
don’t work, it is necessary to call on 
the member at his home or place of 
work. The conversation should begin 
with a question whether the notices 
have been received. It is then up to 
the collector to find out whether the 
cause of the delinquency was avoid- 
able. The action to be taken will de- 
pend on the facts of the case. 

When the loan was made, the pay- 
ments were probably scheduled to fall 
on or shortly after the borrower’s 
payday. This information should now 
be rechecked. If there is an emer- 
gency that will end in a few weeks, 
the payment may be held off a week 
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or two longer or postponed. If the 
payments have proven to be too 
heavy, the note may be refinanced and 
the payments reduced. This will help 
the borrower and take his loan off the 
delinquency list. 

Perhaps illness was the cause of 
delinquency; upon investigation it 
may be decided that the loan should 
be rewritten for the original or a 
higher figure, so that the borrower 
can pay doctor and hospital bills. 
Other debts may be consolidated with 
the original loan, in order to give the 
member the advantage of concentrat- 
ing his payments in one place. Cir- 
cumstances will suggest a policy. The 
investigator must understand human 
nature well enough so that his sugges 
tions are practical and useful. 

If, however, the borrower says he 
has received the notices and doesn’t 
intend to make the payments, then the 
collector has a serious problem on his 
hands. He must decide whether it is 
legal 
something can still be accomplished 
by inviting the member to the credit 
union office for a talk with the treas- 
urer or manager. 


time for action, or whether 


Should make friends 


He should still avoid belligerency, 
he should still employ all his tact. It 
is always better to avoid making 
enemies for the credit union. The out- 
come may be the same in either case, 
but the utmost should be done to 
persuade the borrower before turning 
the case over to an attorney. 

The possibility of discussing the 
problem with the member’s wife 
should always be kept in mind. Most 
women dislike having collectors call 
at their homes, and they will often 
provide that extra pressure that will 
induce their husbands to make their 
payments. 

A collector should always bear in 
mind the fact that he represents the 
credit union. He should have proper 
training in credit union operations, so 
that he can answer the member’s ob- 
jections accurately and clearly. His 
approach should always be dignified. 
When making personal calls, he 
should be neatly dressed. He should 
be able to make helpful personal re- 


ports and 


recommendations to the 


hoard of directors or delinquency 
Information that he 
brings in may help the collection 
difficult cases. 


matic, and make 


committee. 


agency or attorney 
He should be syst 


his calls on the date. announced. 


Legal action 


When it becomes necessary to take 
legal action against a borrower, the 
papers are turned over to the credit 
union’s attorney or an outside collec- 
tion agency. Most credit unions prefer 
not to get involved in suits and judg- 
ments, and will make an all-out effort 
to effect a compromise rather than 
take a borrower to court. 

Occasionally a borrower will be 
discovered to be judgment proof. In 
such a case, the attorney or collector 
may simply recommend that the 
obligation be charged off. The judg- 
ment obtained should be kept alive, 
however, so that an attachment can be 
made if the borrower ever acquires 
assets worth considering. 

Credit unions dealing with chattel 
mortgages sometimes find it neces- 
sary to repossess personal property 
pledged as security. If a loan cannot 
be collected. it is to the advantage of 
everybody concerned not to delay 
action against the collateral, especially 
if the property is in use and is de- 
preciating. 


The transfer of collateral from the 
borrower to the credit union may be 
done voluntarily, or it may be neces- 


sary for the credit union to take legal 
action. In the latter case, the services 
of an attorney should be obtained. 
Laws vary from state to state and 
province to province, and are differ- 
ent for different kinds of property 
that may be pledged. 


Scheduling payments 


In a credit union that does not use 
payroll deduction, an effort should 
be made to avoid concentrating loan 
payments on a few days during the 
month. This applies particularly to 
the first or last few days of the month. 
If payments can be spread through 
the month, congestion will be reduced 
and posting of records will be easier. 
For the most efficient operation, the 
work should be spread over the entire 
month. This will naturally make the 
collection procedure easier, along 
with the other operations. 


How much is too much? 


To what extent delinquency can be 
permitted is a ticklish question. For 
credit unions in comparable districts 
with similar membership, compar- 
isons are possible and the average 
should run about the same. Generally 
speaking, credit unions do not be- 
come concerned about their delin- 
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quency problems as long as overdue 
notes do not exceed 7 percent of out- 
standing accounts in both numbers 
and dollars. Six percent is considered 
average. 

However, such yardsticks should be 
applied with care. Some of the factors 
that will affect the delinquency ratio 
one way or another, are the type of 
loans made, the industry or economic 
background of the credit union, the 
employment status of the members, 
general conditions. The 
character of the borrowers, of course, 
is the basic security for any loan, and 
this becomes better security if the 
borrowers are carefully interviewed at 


business 


the time they make their applications. 
Credit unions whose members are all 
affected at the same time by business 
conditions may have greater fluctua- 
tions in the delinquency picture than 
credit unions with mixed membership. 


Summary 


borrowers fall into 
1. The slow payer, an 
honest and usually dependable fellow 
who eventually pays but needs a little 
encouragement now and then, an in- 
spirational talk, a prompt reminder 
when his memory slips. 2. The bad 
payer, who makes a few payments, 
then falls behind, constant 
prodding up to the time the last dollar 
is paid, is often deeply in debt be- 
cause he sells himself easily in an 
interview, pays only under heavy 
pressure. 3. The judgment-proof bor- 
rower, who accounts for most credit 
union losses, declines to live within 
his income, borrows from everybody 
and ends up paying nobody. 


Delinquent 
three classes: 


needs 


A credit union’s collection pro- 
cedure should cover these points: 

1. When a member misses a pay- 
ment, it is not necessarily intentional. 
There are often extenuating circum- 
stances. The board of directors should 
look for the true reason, and try to 
help the borrower if possible. 

2. Up to a certain point, collection 
systems should be automatic. Every 
delinquent account should be brought 
to the attention of the proper official 
or employee on the first day of de- 
linquency. Speed and efficiency are 
essential in handling routine collec- 
tions. 

3. Reminder notices, all polite but 
each one firmer than the one preced- 
ing, should be mailed automatically at 
predetermined intervals. They should 
be sent out with clock-like precision. 
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lt is a real service to the 
borrower in distress to 
reorganize his payments so 


that he can keep them current 











1. Dignity and firmness should be 
the rule at all times. The credit union 
representative should do nothing that 
would hurt the reputation of the credit 
union. 

5. The treasurer or manager should 
attempt to reach the member by tele- 
phone before. turning the account 
over to an 
agency. 


attorney or collection 


6. A credit union representative 
should visit the member at his home 
or job, if necessary, in order to learn 
the cause of the delinquency. He 
should bring back a recommendation 
for the board of directors. 

7. Collection men should be prop- 
erly selected and trained. An inex- 
perienced man should never be per- 
mitted to represent the credit union 
on outside work, 

8. It is better to rewrite the loan or 
to reduce the monthly payments than 
to take legal action which will create 


ill-will and lose the balance. Before 
collateral is repossessed, every other 
possible solution should be tried. A 
delinquent account should be turned 
over to an attorney for legal action 
only as a last resort. 

9. Chronic delinquents should be 
educated to develop punctuality in 
making payments. A little selling is 
better than hasty action. 





Reprints of this article are 


available. For single and 


quantity prices, write to 
the Business Manager, The 
Credit Union Bridge, Box 
431, Madison |, Wisconsin. 














Do higher dividend 
rates make 
people save money? 


increased « ompetition 


savings institutions. one 


Ww aon 


| tior has hecome 


increasingly 
How effective ire high dividend 
t rates in attracting savings 
1 touch question to answer. 
dividend rates have been us« 
ittracting bie investors that 
lear. But there is surpris 


little information to show how 


have been in the com 


for “thrift” 


ve they 
accounts the 
peo le who save in small 
nt studies show the motives of 


ire hard to classify. Despite 


Savings by individuals in the United States 


Savings and 
loan assns. 


Mutual savings 


banks 


Commercial 


banks 
Postal savings 
Credit unions 


U.S. savings 
bonds 


Life insurance 
reserves 


Percentage 
distribution 
1950 


Net growth 
(millions) 
1950 


1955 1955 


79 13.8 1,521 4,97| 


11.3 12.0 733 1,890 


55 1,254 
250 


368 


300 


4,400 





Total 


huge increases in savings since 1940, 
reports show that most saving is done 
total 


income 


by a small percentage of the 
Oddly each 
including the top bracket 


has a substantial shar 


public. enoug! 
rroup 
of non-savers 
as well as high savers 

Reshuffling is seen 
in Washington 
inancial world 


Government ofhicials 
who are closest to the 
that recent increases in inter- 
doing little 


ype 


helieve 
est and dividend rates are 
except cause investo savers to 


shuffle 


to another. 


institution 
and total 
affected. 


tment has now 


around from one 
Total s 


not, apy 


ngs 


savers are *ntly, 


The Treasury Dey 


had considerable eX ‘rience selling 


12,933 


savings bonds to large investors and 


small savers. Treasury sources say 


that the 
fluctuate in sales as interest rates go 


large-denomination bonds 


these are the bonds gen 
and 


up or down 
bought by institutions 
other large investors. But analysts 
who have studied sales patterns of 


erally 


small bonds, which go to lower and 
middle income groups, say they fol- 
low a pattern remarkably similar to 
the changes in wage and salary-levels, 
with virtually no relationship to flue- 
tuations in interest rates. Continued 
promotion by the Treasury of pay roll 
deduction and bond-a-month plans 
increased the 


maintained and 


small-denomination 


has 


sales of bonds. 
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Convenience has been a more impor- 
tant factor than interest rates. 

For the past 5 years, consumers 
have been saving roughly 8 percent 
of income after taxes. This is a higher 
percentage than the 1916-1949 period, 
but there has been no increase since 
1951. This is true despite the fact 
that dividend and interest rates have 
been boosted in many areas. 

In 1955, to take the most recent 
example, while savings institutions 
were offering attractive increases in 
rates, the total 
dropped by about a billion dollars. 


volume of saving 
The money went for new automobiles, 
homes and electric appliances, rather 
than into savings accounts. 


Competitive advantages 
Nevertheless, statistics indicate that 
a definite competitive advantage has 
institutions which 
rates. In the June 1956 
report on the financial position of 


been enjoyed by 
raise their 


consumers issued by the Federal Re- 
Board. 


1950 by savings and loan associations, 


serve gains recorded since 
mutual savings banks and credit un- 
ions are attributed in part to rising 
rates of return. 

1950 and 


and loan associations increased their 


Between 1955, savings 
share of total savings by individuals 
from 7.9 percent to 13.8 percent. Out 
of nearly thirteen billion dollars saved 
by individuals in 1955, savings and 
loan associations attracted 38.4 per- 


Meanwhile, mutual savings banks 
and credit unions also improved their 
positions. From 1950 to 1955, mutual 
savings banks increased their share 
of the nation’s savings from 11.3 to 
12 percent. Credit unions, which held 
only 0.5 percent of the total at the 
end of 1950, moved up to l percent 
at the end of 1955. They attracted 
2.7 percent of new savings in 1950, 


and 2.8 percent in 1955. 


Savings and loan associations have 
used so many devices in their com- 
petition for savings that it is hard to 
know which appeals have registered. 
It is impossible to tell whether they 
have had the effect of encouraging 
people to save in small amounts who 
were not saving before. Heavy adver- 
tising of high dividend rates, exten 
sive use of premiums such as sets of 
steak knives for people who open new 
savings accounts and other similar 
promotions have been used so exten- 
sively that there have been frequent 
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outcries of protest from banks and 
other offended competitors. Several 
times the Home Loan Bank Board has 
proposed to limit high-dividend ad- 
vertising to an area within 50 miles 
radius of the savings and loan office: 
last month the Home Bank 
Board issued a regulation forbidding 


Loan 


the use of premiums of more than 
$2.50 value. The savings and loan 


associations have naturally contested 
all such regulations. 


Thrift not gaining 
While savings and loan associations 
have enjoyed dramatic growth, there 
is some ground for believing that the 
growth of thrift 
been equally great. The new-accounts 


accounts has not 


figure is less impressive than the dol- 
lar increase, indicating that a sub- 
stantial part of the increase represents 
investments rather than thrift ac- 
counts. 

The fact that the saving public can 
be divided into big savers and little 
savers was first shown by the Federal 
Reserve Board’s original survey of 
consumer finances in 1945. For the 
first time, it has demonstrated that 10 
percent of the savers held 60 percent 


the cost 


AMOUNT 


IF YOU BORROW FROM (18 MOS.) 


CHARGE 


Bank $500 
Finance Co. 500 
Dept. Store 500 
Appliance Dealer 500 


Auto Dealer 500 


Credit Union 500 


SERVICE 


of liquid assets held by individuals. 
The study also showed that there are 
big savers and little savers at each 
income level. It turned out that olde 
people hold more savings than young 
er people, that the self-employed save 
more than the employed. Clerical and 
sales employees, skilled, semi-skilled 
and unskilled workers—although they 
constitute 60 percent of the popula 
tion—do only 25 percent of the 
saving. 

But you get still another impression 
when you look at the answers to an 
other question. When consumers were 
asked. in the 1955 survey. where thei: 
liquid savings are, they 
breakdow1 


gave this 


l: 
Banks 38 percent, U. S. savings 


2 
bonds 7) 


percent, savings and loans 
8 percent, credit unions 6 percent. 
obvious that the 


difference between big savers and lit 


It seems pretty 


tle savers clouds up the statistics in 
many ways, that savings and loan 
dividend promotion is attracting more 
big savers than little savers, and that 
the credit union movement still has a 
large field open for helping people 
who can only save a small amount 
at a time. 


of credit 


in KAANKAKEE 


ILLINOIS 


DOWN a... 7 TOTAL TRUE 
PAYMENT patents REPAYMENTS INTEREST 


$545.00 $550.00 $ 50.00 


616.50 616.50 116.50 


540.00 550.00 50.00 


610.04 655.04 155.04 


579.42 579.42 79.42 


547.50 547.50 


47.50 


Thanks for these figures to Ed Worby, Illinois League field 


man, and the Armour Laboratories Credit Union of Kankakee! 





What 


Educational Committee 


How do you establish an educational 
committee? 


ANSWER: 


Che board of directors of the credit 
should 


which is most suitable for establishing 


union decide upon a way 


an educational committee. Some of 
1 he board of di- 


rectors may appoint the chairman and 


the ways are: l. 


members of the educational commit- 
tee. 2. The matter may be left up to 
the members at the annual meeting 
and the committee can be elected at 
the same time as the board of di 
other 
}. The board of directors may ask for 


rectors and the committees 


volunteers. 4. A member of the board 
who is not already an officer may be 
chosen.as chairman of the educational 
committee and he choses the members 
to serve with him 

Then a close follow up should be 
made to see that this committee 


functions, 


Accruing Dues 


Can league dues in a federal credit 
union be accrued over the year’s oper- 
ation? 

ANSWER 

Yes. Dues to a credit union league 
or similar organization may be amor- 
tized over the credit unions’ o1 
leagues’ fiscal year as follows: 

{ pon payment of a year’s dues: 
Dr. Other deferred expenses (127) 

$1,200.00 
Cr. Cash (104) $1,200.00 

At the end of each month: 

Dr. Expense Control — League Dues 


202-5 $100.00 


Cr. Other Deferred Expenses 
(127) $100.00 


Accrual of Fees 
Can a federal credit union set up 


supervision and examination fees on 
an accrued basis? 


ANSWER: 

Yes. Supervision and examination 
fees may be accrued in a federal 
credit union. In January of each year 
the directors may estimate the amount 


20 


about it °? 


of the supervision fee which will be 
paid the following January and an 
estimated amount of the examination 
fee which would be paid in the current 
calendar year. ( Note that the amounts 
of the payments will likely increase 
from year to year because of the 
growth and the size of the credit 
union.) The directors should also de- 
cide on the intervals at which charges 
are to be made. either weekly, 
monthly or quarterly. 

The charges authorized by the di- 
rectors will be made at designated 
intervals to the expense control ac- 
count with offsetting entries to include 
liability account. When the payments 
are made the liability account will be 
charged and the difference charged or 
credited to the expense control ac 
count. For example, the directors 
estimate the next examination will 
cost the credit union $1,200 and the 
supervision fee to be paid the follow- 
ing January will amount to $300. 

They authorize the accrual of these 
costs monthly. 

The following entry will be made 
in connection with the supervision fee 
during each month of the current 
calendar year: 

Dr. Expense Control — Supervision 
Fee (202-8) $25.00 
Cr. Aecerued Examination and Su- 
pervision Fees (331) $25.00 

At the end of the year the liability 
account will have a balance of $300 
for the supervision fee. The super- 
vision fee is due in January; it is 
found to be $320, the entry to be 
made as follows: 

Dr. Accrued Examination and Super- 
vision Fee (331) $300.00 
Expense Control—Supervision Fee 
(202-8) $20.00 
Cr. Cash (104) $320.00 


Supervisory Committee 
Qualifications 
What are some recommended quali- 


fications for a good supervisory com- 
mittee member? 


ANSW 


This is a_ diffic 


question to 


answer. However, the following list 
can be used as a guide in selecting 
persons for the supervisory commit- 
tee. The qualifications are not neces- 
sarily listed in the order of their 
importance. 1. Integrity. 2. Interest 
in people and in helping people to 
help themselves. 3. Knowledge of and 
belief in credit union objectives. 4. 
Knowledge of his own credit union 
and its membership. 5. Ability to get 
along with people and to inspire their 
Ability to 
analyze and formulate independent 
conclusions. 7. 


confidence. 6. observe, 
Some knowledge of 
accounting principles and auditing 
techniques. 


Supervisory Committee 
Functions 
What are the main functions of a 
supervisory or audit committee? 
ANSWER: 


Through quarterly or periodic 
audits of the records and continuous 
unions’ 


operation to assist the officers, di- 


observations of the credit 


rectors, and committeemen to more 
effectively fulfill the 
which the credit union was organized. 


purpose for 


This consists of assurances that: 1. 
The assets of the credit union are 
properly safeguarded. 2. The financial 
records and reports are promptly, and 
accurately prepared and maintained. 
3. The operations of the credit union 
are within the scope defined by the 
law and regulations of the supervisory 
agency, as well as by the policies of 
the board of directors. 4. The policies 
are adequate to provide for the 
proper thrift and credit needs of the 
members. 5. The consequences of 
errors, carelessness, or fraud will be 
detected and reported promptly. 

Through independent appraisal of 
operations and policies to safeguard 
the reputations of operating officials 
of the credit union against unfair and 
unfounded criticism by members and 
outsiders. 
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rom the 
eWana ging Dtrector 


Christianity and the Credit Union 


FTER the discovery of America. 

the potato was introduced into 
Europe and became the staple diet of 
millions of 1845 a 


blight swept across Europe, ruining 


/ 
Europeans. In 


the potato crop and causing millions 
of people to die of starvation in 
Germany, France, 

Belgium and Ire- 

land. For several ‘ 
vears the effect of 
this potato blight 
was felt and was 


| 


aggravated by 

poor Ww heat crops. 

In the summer of 

847. the British 

government was 

feeding 3 million Irishmen; one third 
of the population of Paris was on 
charity; in Belgium and Germany the 
situation was very much the same. 
This period is generally known in 
European History as, the “Hungry 
Forties”. This starvation period closed 
with the political revolutions of 1848, 
which swept across Europe, overturn- 
ing thrones and attempting to set up 
democratic governments. Three mil- 
lion immigrants, mostly Germans and 
Irish, came to America between 1845 
and 1854 in order to improve their 
economic condition. 


Raiffeisen and Schulze 


Out of these trying times there 
arose two cooperative banking sys- 
tems, both of them originating in 
Germany. One was known as the 
Schulze Societies, named for Herman 
Schulze of Delitzsch, Germany, a so- 
ciologist who was popularly known 
as Schulze-Delitzsch to distinguish 
him from other prominent Schulzes in 
Germany; the other was the Raiffei- 
sen Societies named for Frederick 
William Raiffeisen. The Schulze So- 
cieties loaned money at bank rates, 
cashed checks, discounted bills of ex- 
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change, emphasized high dividends, 
and engaged in general banking activ- 
ities—the only exception being that 
they were cooperatives. The Raffeisen 
Societies made loans at low rates, em- 
phasized good character, moral re- 
form and Christian charity. Many of 
their societies were organized in 
churches. Today the Schulze banks 
are still Germany; the 


Raffeisen Societies which we know as 


found in 


credit unions are not only found in 
Germany, but have spread like Chris 
tianity over most of the civilized 
world. Needless to tell you that the 
credit union was brought to the new 
world by Desjardins, a Canadian. and 
spread by Filene, Bergengren, Doig, 
and thousands of other paid and vol- 
unteer workers. Today the Credit 
Union National Association, through 
the World Extension Department, is 
extending the Credit Union Move. 
ment into the underdeveloped coun- 
tries of the world. Credit union work 
Credit 
unions are easily organized because 
Christianity has paved the way for 
organization. Along with the coopera- 


is Christianity in practice. 


tive, the credit union comes nearest 
to the Golden Rule of any business 
method known. 

It also has an amazing adaptability. 
Just as the basic principles of Chris- 
tianity appeal to people in all condi- 
tions of life and in many strange cor- 
ners of the world, so the basic credit 
union principle seems to fit into many 
different situations. It 
helped the people of famine-stricken 
Europe, it helps the people of the 
under-industrialized countries today 


economic 


and it serves the needs of the prosper- 
ous nations of North America equally 
well. No doubt this is because it is 
basically a moral rather than an eco- 
nomic instrument. This is the fact we 
must never forget. 


H. B. Yates 


HERE'S YOUR CREDIT 
UNION DAY PROGRAM 


from A te 3! 


Let = October 18, is International 
Credit Union Day. Pian now to celebrate 
Credit Union boy in your community! 


Advertisements, awards 
Box social, bazaar, buttons 
C bur h services, coffee hour 
D ances, dinners, displays 
Essay contests 

Feature stories 

Governor's proclamation 
H andbills 

Information booth 
Jingles 

K ing’s xX 

Letters, luncheons 

Miss Credit Union contests 
Neu spaper publicity 
Oden house 

Posters, parades, parties 
Quizzes 

Radio programs 


Speakers, school programs, 
square dances 


Television programs 

Union publications 
Volunteer organizers’ awards 
Women’s programs 

» = see King’s X! 

Y ou can do it if you try! 


Zebras attract attention—so will 
good Credit Union Day pub- 
licity! 


BREE 
Credit Union Day 
kit to help you 


A big, fat folder of 
ideas, plans and mate- 
rials to help you cele- 
brate International 
Credit Union day. A 
copy has been mailed 
to each league and 
chapter. if you want 
one, just mail the 


Public Relations Department 


Credit Union National Association 
Madison 1, Wisconsin Hamilton, Ontario 


Please send free Credit Union Day kit to: 
Name 
Credit Union 


Address 
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SAVING MONEY ON FOOD 


mey on food « 


the family. 
work toge the 


ind put up 
hildres 


sho 


which 
neigh 
sales slips say 
ek. If 
be able 
hard to 
lividual 
hat 


st ol 


Im your! 


you 


items 


vives you 


chases 
more il least 
siness papers 
i highly 


CoO 


u are justified, 


your ouard. 


uy 


rv reason tor 


try 


save 


alls for 


Husband 


r on it 
new 
1 united 


w signs 


is the 
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at the 


Vou! 


to make com 
make con 
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Is prob 
that is 
report 
ntrover 


at least 


wasted 


in the food departn ent is right 
ir kitchen 


f what they have on hand 


d other 


of tl 


elf 


uld 


twice a 


wh ils 


ly budgets. Often. 


ed 


Viost house wives lose 


dishes get pt 


ie retrigerator 


a careful 
week, 
n the 


in 
so she w 


house : 


biggest eX} 


th 
Is spe nt o 
Solt 
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ods 


drinks 


Left 
ished to 


or the 


ind spoil. Every hous 


take 


ventory. 


ill know 


ET SE in 
e Treason 


mn meats 


and 


other items that are money 


talk 


ibout meat. 


Actually. 


you don't need more than a quartet 
of a pound of lean meat a day. Price 
has nothing to do with the nutritional 
ot meat. and 
steaks better 
than chuck, kidneys and hamburger. 

The secret of 


value Sirloin porter- 


house are no for you 
saving money 
ook the lower 
cook 


This means learn 


on 
meat is to learn how to ¢ 
cuts. Anvbody « 


steaks and chops 
ing to 


priced an 


use seasonings. spices, herbs. 


carlic—-whatever suits your family’s 


taste. It also usually means slow cook- 
ing 


Another way to save money on 


Why it’s safer to borrow 
from your credit union 


® You're dealing business 


you own yourself! Even if there were 


with a 


no difference in rates. this would be 


know you ll 


valuable protecton, You 
vet consideration if 
into any difficulty 

© The rates 
stated. There 


hidden 


every you run 


fair, and clearly 


are no 


are 
extra charges. 
immicks, You 
h you owe and 
for it. 


your borrow 


no lees. no 
always know how mu 
how much you're pay ing 


© When 
the credit 


you do 
you always 
You don't 


oming 


ing in un n. 


know where you stand. 
in and 
out of whack. 
Protection 


ou as high as 


have unexpected bills 
throwing your budget 
The 


Insuran e may 
S10.000. at 


protection of | in 
cover 
no extr ost, when you 
borrow. 
® You 


for profit, not for 


credit uw operates not 


arity, but for 


service, 


to 
form 


how stretch it. 
the ot 


( asserole dishes 


to learn 


Serving meat in 


meat Is 
stew. 
often 
lentils 
farther. 


meat loaf or 
beans, 


make 


with dried peas, or 


cereals—will meat go 


9. You can’t call yourself a cook 
until you know how to cook fish so 
your family likes it. There are plenty 
of free booklets of for fish. 


Fresh economical and 


rec pes 
fish are very 
often more nourishing than red meat. 
fish, 
also can be found at good prices. 


Frozen now widely available. 

10. Cheese is a highly concentrated 
food and an excellent meat substitute. 
Fancy cheese spreads and packaged 
varieties wont save you money 
though. The most economical form of 
cheese is natural cheddar or Ameri 
can. 

ll. It pays to buy your eggs loose 
boxed. The 
will be appreciably lower. 


12. Whole milk 


food for children, but you don’t have 


rather than neatly price 


is an important 


to use it for every purpose. Powdered 
milk makes a good base for chocolate 
milk drinks. Evaporated milk can be 
used in cooking and will whip like 
cream. With adults who have a tend 
ency to put on weight, skim milk or 
buttermilk should be served. 

13. Buying ready-baked cakes and 
cookies costs a lot of money nowa- 
days. Cakes, candies and soda pop all 
belong to the class of foods that can 
he made cheaper and better at home. 
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Children can have a lot of fun making 
things like this, and ought to be en- 
couraged to make this sort of contri- 
bution to the family budget. Maybe 
they will enjoy making candy prod- 
ucts for sale. 

14. Some foods that it’s 
cheaper to make at home: pickles. 


ice cream, jelly and jam. Some people 


other 


like to buy wheat or oats and grind 
them up in a coffee grinder for a 
delice ious slow- ooked cereal. 

15. Working out cooperative plans 
with neighbors often will save food 
money. For example, women may 
take turns baking bread or cake for 
the neighborhood. Or 


join to buy a side of beef or a case 


families may 


of canned goods. 

16. A family can rarely save money 
by using a food freezer. The extrav- 
agant claims made for food freezer 
plans have now been pretty well de- 


flated. Only the family that 


raises 


most of its food has much chance to 
save money with a freezer. 

17. An important food which most 
families neglect is whole grain cereal. 
This can be bought in various forms 

natural brown rice, oatmeal, whole 
wheat cereal or whole wheat bread. 


break time 


es ee 
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When you can’t 

pay your bills 
When you can't pay your bills. 
remember this: 


Your 


about you as long as you let them 


creditors will not worry 
know that you mean to pay when you 
can. 

If you can send them a dollar or 
two apiece, do it. In any case, write 
them a note or call them up and tell 
them: “I’m having a little trouble 
this month.” 

If you're so far behind you don’t 
know when you can pay them. maybe 
that’s the time for a credit union 
loan. Talk it over-with the treasurer. 


Whole grain flours are also available 
for baking. These whole grain prod- 
ucts are highly nourishing and not 
expensive. 

8. An unbalanced diet is both 
dangerous and expensive. Children 
who want sweet things all the time 
are risking their health. You should 
check your daily menus to make sure 
they include milk, butter and cheese: 
raw fruit and vegetables; whole grain 
cereal or bread; meat or eggs: cooked 
vegetables. 

19. Frozen pre-cooked meals are 
convenient but expensive. If money 
is important to you, avoid them. 

20. Canned tomato juice has near- 
ly the same vitamin C content as 
oranges or grapefruit. The price is 
lower. 


The vacuum cleaner salesman sprin- 
kled a sack of dirt on the rug in the 
farmhouse parlor. 

“Madam.” he said to the farm wife. 
“I will eat every bit of that dirt this 
electric sweeper won't pick up.” 

“ll get you a spoon then,” she 
said. “You see. we haven't any elec- 
tricity.” 


21. Of canned meats the best buy 
is usually canned corned beef. This 
gives you a lot of protein for your 
money. Most other canned meats are 
in the luxury class. 

22. Watch the seasonal price trends. 
It is easy enough to keep track of 
them by watching the women’s pages 
of your newspaper. 

23. Coffee in a can costs more than 
freshly ground coffee sold in paper 
bags, and it gets stale faster. 

24. Where’s the best place to put 
all the money you save? In thé credit 
union! 


When you do 
all your borrowing 
in the credit union 

You can protect yourself in many 
ways by doing all your borrowing in 
the credit union. 

You can keep all your debts and 
obligations bundled together, and pay 
them all with one monthly payment. 

You will always know how much 
you owe and how much you have to 
pay each month. 

You will not have to run around 
town making a payment here and a 
payment there. 

You will not be troubled by un- 
expected bills that you had over- 
looked—-the kind that come in and 
upset your whole budget. 

You will know that if you should 
run into an emergency, you only have 
to go to the credit union and explain 
how things stand. You will not be 
bothered by collection letters from all 
over town, or collection agents com- 
ing to the door. 

You can count on considerate treat- 
ment from your credit union, because 
you own it. You are doing business 
with your own friends, fellow-employ- 


ees, neighbors. 


Two men sat in the blood bank of 
a town in Arizona, U.S.A. One was a 
tourist, the other an Apache Indian. 

The tourist stared curiously, then, 
leaning forward, asked: “Are you a 
full-blooded Indian?” 

The Apache thought deeply, then 
said: “Well, no, 'm a pint short.” 





MT. CARMEL 
PARISH STORY 


Continued from page 2) 


Parish meetings also were tried as 
a method ot 
Attendance proved so poor that they 


face-to-face education. 


were given up. Even annual meetings. 
which once were pretty well attended. 
lately television 


have thinned out 


The credit union office is attractive and in 
cludes private offices where members can 
talk over their problems. 


following 


{ rowds. 


strong local 
fail to attract substantial 
Door prizes don't help. The credit 
union staff has tried every device it 


with a 


could think of to build annual meet 


ing attendance: nothing seems to 


vork. The reasons for this are any 
body's guess. The result, however, is 
reliance on advertising 


Meanwhile, the field of membership 


widened up in a way 


( omplete 


that made it 
full-time 


manager and an intensive advertising 


much easier to support a 


program. 


The parish of Mt. Carmel, as has 


24 


already been explained, is set up for 


all Spanish and Italian speaking 
Catholics of Pueblo. This means it has 
no geographical boundaries. Its mem- 
bers may live anywhere in town. 

In November, 1949, Lagerman went 
to the state banking commissioner and 
asked for a change in his charter 
which authorize the 
union to serve all Catholics in Pueblo. 


would credit 
There were 10 parishes in Pueblo at 
there are 14 now. 

“You know I don’t like community 


the time; 


don’t we rewrite the charter so you 
can serve all Catholics in the dio- 
cese?” 

This took Lagerman’s breath away, 
since the diocese covers more than 
half the state. However, the charter 
was rewritten; and the board of di- 
rectors established a policy of serving 
members of all parishes in Pueblo 
County. The credit union extends its 
service into parts of the 
to serve the clergy or 


remoter 
diocese only 


church organizations. The potential 


The Growth of Mt. Carmel Parish 


End of 
1943 
1944 
1945 


1946 
1947 
1948 
1949 
1950 


1951 
1952 
1953 
1954 
1955 


1956 (June) 


Credit Union 


Shares 
Members and deposits 


149 $ 5,404 $ 
239 20,901 
320 29,117 


Loans 
outstanding 


3,464 
15,217 
24,271 


350 38,236 
406 44,218 
432 55,677 
573 70,065 
900 114,682 


25,408 
30,857 
41,008 
90,713 
153,617 


1,296 
1,716 
2,203 
2,751 
3,318 


197,789 
310,166 
468,237 
727,990 
1,104,815 


252,518 
403,010 
562,063 
833,416 
1,266,739 


3,641 1,254,273 1,393,739 


Full-time manager and regular office hours began March, 1949. 


charters.” the banking commissioner 


protested who was otherwise very 
friendly to credit unions. 


“7 know Nn 


me explain our situation. Our parish- 


said Lagerman, “but let 


ioners live all over town. You can 
have a situation where a Mexican and 
Catholic live 


other, with an Iris 


near each 
Catholic in be- 
tween. The three of them get talking 


an Italian 


over the fence some evening about 


credit unions. The |rishman naturally 
wants to know why they can use the 
Mt. Carmel 
can't.” 


“Well,” said tl 


. “] P 
sioner, can see 


credit union, and he 
banking commis- 
hat you mean. All 


right. As long as » “re about it, why 


membership at the present time is 
about 20,000. This includes some 
Protestants employed in Catholic in- 
stitutions, especially hospital em- 
ployees. 

With such a large potential mem- 
bership, Mt. Carmel could raise its 
sights. Lagerman figures the credit 
union would need $30 million of loan 
capital to serve all the potential mem- 
bers’ credit needs exclusive of real 
estate. At the present time, the credit 
union is supplying about 25 to 30 per- 
cent of the credit. Of 
course, it is making some loans that 
they could not g 
particularly short-term real estate 
loans. The credit union officers are 


members’ 


get anywhere else— 
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very proud of the large number of 
members they have helped get their 
own homes in this way. 

The advertising program stands on 
three legs. These are the monthly 
newsletter sent by mail, newspaper 
advertising and radio advertising. 

The newsletter is a carefully edited 
sheet, mimeographed on one side. 
Take the July 6 issue, which is more 
or less typical. The first item is a 
statement about the steel strike: 

“Members help members 

“During the last steel strike, mem 


Carmel tries to get: a clear statement 
about credit union service, something 
humorous that will make recipients 
look forward to each issue, a thought 
ful message indicating the link be 
tween credit union service and re 
ligious principles. 

The newspaper program runs in 
three papers. Pueblo has a two-paper 
(morning and evening) combination 
with a total daily circulation of about 
37.000. There is also a Catholic paper 
serving the diocese. In these three, the 
credit union runs a series of small- 


The ten largest Catholic parish 
credit unions in the United States 


Name and city 


Jeanne D'Arc 
Lowell, Mass. 


L'Ange Gardien 
Berlin, N. H. 


St. Anne's 

Fall River, Mass 
Mt. Carmel 
Pueblo, Colo. 


St. Joseph 
Salem, Mass. 


St. Mary's 
Windsor Locks, Conn. 
St. Anne 


New Bedford, Mass. 888 


St. Jean Baptiste 
Fall River, Mass. 
Catholic C. U. 
Belleville, Ill. 
Ste. Famille 
Lewiston, Maine 


Members 


5,913 
2,400 
5,163 
3,318 
1,813 


1,368 


2,273 
2,059 


1,685 


Assets Loans 


$3,958,076 $2,656,893 


2,860,181! 2,154,393 
1,885,885 736,443 
1,294,898 | 266,739 
1,011,925 830,994 
770,013 310,661 
760,406 532,848 
716,313 542,534 
685,694 578,000 


662,043 370,838 


Figures are for December 31, 1955 


bers of our credit union working in 
other industries helped wonderfully 
by depositing extra dollars in their 
share accounts so that members em- 
ployed in the steel mills could have 
the extra service they needed. We in- 
tend to keep on serving all of our 
members in all of their needs, and so, 
with our steelworker members on 
strike, additional funds are needed. 
There never has, nor will there be, any 
restrictions due to the strike. Your 
extra savings will be appreciated.” 

Other items include an announce- 
ment of a new staff member, two anec- 
dotes with a religious message, and a 
one-sentence witticism. 


This is the kind of balance Mt. 
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space ads, many of them promoting 
auto loans. When a special Good Fri- 
day or Christmas radio program is 
sponsored, newspaper advertising is 
used to build up an audience. 


Varied radio programs 


On radio, the credit union has sev 
eral programs going simultaneously. 
There are three stations in town, and 
Mt. Carmel uses all of them. A short 
morning program is scheduled to 
reach members in their cars on their 
way to work. This is called the 
“Morning Offering” program and 
runs at 6:30 in the morning, five days 
a week. On Friday afternoons at 4, 
a half-hour program called “The 


Hour of St. Francis” 
Three times a week a popular musi 
program is used, called “The Polka 
Bandbox.” Each year on Good Friday 
the oratorio. “The Seven Last Words 
of Christ”, is offered, and on Christ- 
mas an hour of 


is sponsored. 


Christmas music. 
Commercial announcements on_ the 
religious programs are simple and 
dignified; the “Polka Bandbox” pro- 


gram carries the strong sales message. 
Budget not strained 


In a city the size of Pueblo, this 
type of advertising program can be 
supported without too much strain 
on the budget. Here’s the appropria- 
tion Mt. Carmel made in its budget. 
for 1956: 


Radio 
Newspaper 
Newsletter 
Other advertising 
expenditures britig the total advertis- 
ing and 
$9,530. 


$2,100 
1,704 
3.600 


miscellane: us 


promotion budget up to 

The results of this advertising pro- 
gram can be seen in the: statistics. 
Membership has been growing each 
year by about 500, since the advertis- 
ing program got started. Loans have 
been consistently ahead of shares and 
deposits (they use both in Colorado). 
It is impressive, too, to note that out 
of a membership of 3600 at present, 


there are 1800 savings deposits each 
month, with practically no payroll de- 
duction support. 


These results, it should be pointed 
out again, have been achieved simply 
by steady advertising. There have 
been no tricks, no gimmicks, no spe- 
cial drives, no committee work, no 
house-to-house campaigns. Lagerman 
can’t say, today, which ads have been 
most effective. He says the cumulative 
effect is what counts. He has no per- 
sonal prejudice against 
drives and 


gimmicks, 
there just 
hasn't been time or manpower avail 
able for such things in Mt. Carmel. 


committees 


Recently, Lagerman has been mak- 
ing a survey of parish credit unions 
in the United States. There are 580 
of them, he finds, and they average 
somewhat smaller in size than credit 
unions generally. theiz 
prospects are excellent, once they find 


However, 


the right promotional methods. Lager- 
man is now putting together a booklet 
on parish credit unions which he will 
distribute to anybody who is inter- 
ested. It will undoubtedly get wide 
attention. 


25 














In 
‘ernat ‘onal 


credit 








FREE CREDIT UNION DAY 
POSTERS! 


Two Credit Union Day posters are 
mailed to each credit union, but you 
can get extras—free—to hang in public 
places, bulletin boards, fences, posts, 
stores, churches, schools, offices 


and your front window at home! 


Public Relations Department, CUNA 

Madison 1, Wisconsin or Hamilton, Ontario 
Please send Credit Union Day posters to: 

Name 

Credit Union 

Address 








History of 
Federal Credit 


Unions Studied 











\ new book, “The Federal 
Credit Union,” by John T. Croteau. 
was published last month by 
Harper & Brothers. It is being 
distributed by CUNA Supply Co- 
operative and League supply de 
partments at a price of $3.00. It 
is a serious study of the available 
statistics on Federal credit unions 
since 1934, of interest particularly 


to people in credit union career 


work. 


GUEST REVIEW 


66" HERE is a capacity of exertion 
and self-denial in the masses of 
mankind, which is never known but 
on the rare occasions on which it is 
appealed to in the name of some great 
idea or elevated sentiment.” With 
this quotation from the great classical 
economist, John 

Stuart Mill, in 

the opening 

paces of his new 

hook, John # 

Croteau lifts the 

curtain on a re- 

view of the first 

twenty years ol 


operations of 
John Croteau, 


federal credit un- 
author of new book. 


ions and the 
agency that supervises them. 

Since his study is primarily a fae- 
tual report, Croteau passes quickly 
over the philosophy of the movement. 
pausing only to observe that, in the 
light of such quotations, it is not sur- 
prising that federal credit unions 
could amass over a billion dollars in 
one generation without the incentive 
of the profit motive. The Federal 
Credit Union Act was passed in June 
1934. At the end of 1954 there were 
7,227 federal credit unions with 31% 
million members and over a billion 
dollars in assets. 

The statistics of this study are 
voluminous and almost overpowering. 
but the reader is rewarded with some 
illuminating facts. Croteau points 
out that the potentialities of federal 
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valuable services 


THAT CAN HELP YOUR CREDIT UNION 


AUTO INSURANCE 


Complete driver’s protection is available for members through the 
CUNA Auto Insurance Program. It not only provides good, depend- 
able, low-cost auto insurance for members—it also makes auto loans 
easier, safer, quicker, and more attractive for the credit union. 


CHATTEL LIEN NON-FILING BOND 


This service saves time and expense for the credit union in handling 
auto and other eligible loans. It cuts the cost involved in filing and 
releasing liens, eliminates much clerical work, and also honors the 
privacy of your borrowers by keeping their names off the public 
records. 


GROUP ACCIDENT POLICY 


This is a policy issued to the Credit Union National Association. 
It enables credit unions and leagues to insure their volunteer elected 
directors and committeemen against accidental death or injury 
incurred while performing the official duties of their office. 


Worked out by CUNA with Employers Mutuals in response 
to wide demand, the policy provides accidental death benefits 
of $7,000 and up to $7,000 for dismemberment, plus a $1,000 
medical payment benefit. The cost is nominal—only $7.50 
a year for each individual insured. 


Nearly 3,600 credit unions are participating in one or more of these 
Cll services established by mutual agreement between your Credit 
iw) EMPL Union National Association and the Employers Mutuals of Wausau, 


ALS be : 
Ng Wisconsin. 


For complete information, write to 


CUNA Auto Insurance Program 


BOX 431, MADISON, WISCONSIN 


‘Seige se! 
“ ta 
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credit nions as savings institutions 
have hardly been explored. In dis uss 
ing savings. he observes that. among 


the motives tor safety and 


saving 
convenience rank high 


important role: 


habit plays 
but dividend rates 
clearly of secondary importance. 

seems to be a tendency for 


ral credit reach a 


unions to 
plateau after about twelve 
in fact. the 


share holdings seems almost 


vears of 
growth in 
stabilize. allowing for annual divi 
iccumulations. and. while 
vth continues, it seems due more 
addition of new members than 


to the steadily increased savings of 
the older 
ahi 


members. Croteau also 
ws that the size composition of 
federal credit unions is shifting to the 

units. At the same time. he 
demonstrates that the percentage of 
issets in loans to members decreases 
is the credit union gets older——and 
It is unfortunate that the tre 
mendous implications of these facts 
lie bevond the of Croteau’s 


study 


big er. 


= ope 


Low costs studied 


\gain stressing the larger credit 
union, Croteau calls attention to the 
need for improved efficiency in the 
federal credit unions and 
shows that, as the size of the credit 


larger 


union and the loan increases, the cost 
per loan also increases. The problem 
of costs always raises the interesting 
question that has so confounded the 
critics of credit unions—how can this 
self-he Ip enterprise operate so eco 


nomically? -Croteau says that the 


ijor item of voluntary contribu 
tion. the key to low operating costs. 
is the managerial and 
supervisory effort of the elected off 


cials ... in other words, self-help. 


voluntary 


Croteau gives a most interesting 
nsight into the history, organization 
policies and practices of the Bureau 
of Federal Credit Unions, quoting at 
times directly from the Examiner’s 
Guide and the Field Operations 
Manual, both of which are restricted 
to the internal use of the Bureau staff. 
Officials whose credit unions come 
under federal supervision will want 
to study this reference material care 
full In winding up the chapter on 
the Bureau, Croteau says, “Questions 
of policy are continually changing 
d evolving: it would seem, how 

that the mayor lines of Bureau 


have already been laid down 


and that future changes will lie in a 
refinement of existing policies rather 
than in any radical policy changes.” 
He then rather artlessly opens the 
next chapter with the sentence, “The 
credit union development is a dy- 
namic one.” If this was intended to 
be a criticism, it ends there, because 
Croteau remains scrupulously objec- 
tive throughout his discourse. 

One of the best chapters in the 
book examines proposals for sug- 
gested internal improvements, includ- 
ing better surety bonds, streamlined 
operations and educational activities. 
Under external improvements, he dis- 
cusses regional credit unions and the 
various enabling laws that have been 
unsuccessfully advocated. Of the need 
for rediscounting facilities, Croteau 
says, “Central banks are admitted to 
be necessary for the safe functioning 
of commercial banks and building 
and loan associations. Why should 
they not be equally desirable for 
credit unions?” 

Croteau also gives a careful look 
at the proposals for and against fed- 
eral share insurance; and he mentions 
the 1955 Economic Report of the 
President, in which share insurance 
was advocated to the Congress. He 
omits mentioning, however, the cru- 
cial sentence urging controls over 
credit union lending in that recom- 
which many 
thinking credit union leaders that the 
real purpose behind the share insur- 


mendation convinced 


ance proposals is control of the lend- 
ing practices of credit unions 

a vital issue because it is largely ad- 
mitted that credit unions have suc- 
ceeded because of their liberal lend- 
ing practices, 

The chapter on liquidations and 
the section on “credit unions under 
stress,” showing the excellent record 
of federal credit unions which have 
liquidated or which have encountered 
work 


should give heart to those who view 


the problems of stoppages. 
the future and its almost certain eco- 
nomic adjustments with foreboding. 
Croteau has done a scholarly job 
with the material available to him. 
The limitation to federal credit union 
statistics is regrettable, but those who 
know the record of state credit unions 
believe that their history of success 
and safety is comparable in every 
wav. Undoubtedly CU NA—if not the 
governmental supervisory agencies 
will compile more comprehensive 
facts on both state and federal credit 
unions in the future, thus making 
possible studies that will benefit not 
only the credit union movement, but 
also the entire socio-economic com- 
munity. 
John T. 
Economics at the University of Notre 
Dame. From 1940 to 1946 he was a 
National Director from Prince Ed- 
Island to the Credit 
National Association. 
Jack Dublin, Detroit 


Croteau is Professor of 


ward Union 


New Manuals for Federal Groups 


tes Bureau of Federal Credit 
Unions has just issued a supple- 
manual for 


mentary accounting 


larger credit unions. It has also re- 
leased a new manual for supervisory 
The tw 


much new material 


committees. books contain 
including many 
Federal- 
is will want to 
Credit 


ial charters will 


recommendations hich 
chartered credit uni 
consider seriously. unions 
with state or proving 
also find much of interest in these 
volumes. 

The supplement to the accounting 
ed free to credit 
unions with assets of $100,000 o1 
more. It will also be stocked by 
CUNA Supply Coo 


copies can be obt ned from that 


manual will be deliy 


rative and extra 


source. Credit unions now approach- 
ing the $100.000 mark may be in- 
terested in obtaining copies for a 
preview of their possible future oper- 
ating methods. 

Among the new materials in the 
accounting manual are discussions 
and recommendations on: 


® Accrual basis accounting 


® Approved forms for bookkeep- 
ing machines 
Addressing machines 
Coupon books for loan repay- 
ments 
Check-protector machines 
Check register 
Dormant members’ accounts 
Employees compensation, 
training, rotation 
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boss saves 
all the cost... 


she saves 
half the time... 





MNalionals adding machine... 


Live keyboard* with keytouch adjustable to 





Saves up to 50% hand motion—and 
effort! Never before have so many time- 
and-effort-saving features been placed 
on’an adding machine. 

Every key operates the motor! So you 
can now forget the motor bar! No more 
back-and-forth hand motion from keys 
to motor bar. Think of the time and 
effort this saves. 

Keyboard is instantly adjustable to 
each operator’s touch! No wonder oper- 
ators are so enthusiastic about it. They 
do their work faster—with up to 50% 


THE NATIONAL CASH REGISTER COMPANY, vayrrown 9, on10 


less effort. New operating advantages, 
quietness, beauty. 

“Live Keysoarp” with Adjustable 
Key-touch plus 8 other time-saving 
features combined only on the National 
Adding Machine: Automatic Clear 
Signal . . . Subtractions in red... 
Automatic Credit Balance in red. . . 
Automatic space-up of tape when total 
prints . . . Large Answer Dials. . . 
Easy-touch Key Action . . . Full-Visible 
Keyboard with Automatic Ciphers . . . 
Rugged-Duty Construction. 


989 OFFICES IN 94 COUNTRIES 


September, 1956 


each operator! 


A National Adding Machine pays 
for itself with the time-and-effort 
it saves, then continues savings as 
yearly profit. One hour a day saved 
with this new National will, in the 
average office, repay 100% a year 
on the investment. See a demon- 
stration, today, on your own work. 
Call the nearest National branch 
office or National dealer. 


*TRADE MARK REG. U.S. PAT. OFF. 
Salional 
ADDING MACHINES . CASH REGISTERS 

ACCOUNTING o- 
MACHINES 

- La 
Sie, 


29 





e Land and building 
e Ma hine bookkeeping 


This treatment of accounting meth- 
ods of special interest to larger credit 
unions is based on visits to many 
large credit unions, both federal and 
state-chartered. Many suggestions fo 
tront and back ofhce accounting ma 
chine operations are set forth. Credit 
union pe ople have contributed heavily 
from their practical experience. 


With 


minimum requirement are offered, in 


regard to forms. only the 
order to provide the flexibility re 
quired by the varied conditions undet 
which credit unions operate. Modifi 
ations which meet o1 
ore than the 


outlined may be made without prior 


prov ide lor 


minimum standards 


»proval from the Bureau. However, 
changes not based on the procedures 
discussed in the supplement should be 
taken up with the 


gional office of the Bureau. The same 


appropt late re 


is true where an amendment to by 
laws 1s required 


The purpose ol the new manual 


CUNA Mutual Plans 


CUNA Mutual 


is setting up a 22-man field staff, 


Insurance Society 


consisting of 11 regional supervisors 
and 11 spe ial representatives. Credit 
work will no 


union organization 


longer be included among the duties 
of field men except where requested 
by Leagues. The emphasis will be 
pl ced on sales and service. 

The position of director of the poli 
department has 


cyholder relations 


been announced. Its responsibilities 


it lude 


| ublic ity 


educational 
work. 


ind individual sales departments for 


advertising and 


liaison with group 


the creation of a coordinated sales 
program. liaison with the director of 
the field force and contact with the 


nsurance industry. 


for supervisory committees is to help 
improve internal audits. It outlines 
the powers and responsibilities of the 
supervisory committee, as well as the 
procedure for effective auditing. It 
contains the following sections: 

Internal audits of federal credit 

unions 
Internal audit procedures 


Work 


committees 


papers for supervisory 
Supervisory committee reports 
Internal control check list 
Verification of members’ ac- 
counts 

The manual was prepared through 
the joint efforts of the Bureau’s exam- 
iners, officials of a number of federal 
credit unions, league officials and pro- 
fessional accountants. The suggested 
procedures and work papers have 
been designed to meet the needs of 
medium-sized groups, comprising ap- 
proximately two-thirds of all federal 
credit unions. Supplementary recom- 
mendations for the largest and small- 
est organizations can be given only 
on an individual basis 


22-Man Field Staff 


\ field repres¢ nt ative will be es- 
tablished in each CUNA district, to 
handle sales and service. The pos- 
sibility of setting up offices in larger 
states. where volume justifies, is 
under consideration. 

This follows steps taken recently 
to introduce two new individual in- 
surance contracts—the Family Secur- 
ity package-type program, and an- 
nuities, 

It also follows a vote by the polis v- 


holders in May CUNA 


Mutual to withdraw from activities 


directing 


not directly related to insurance. 
CUNA Mutual has 


nounced that it would discontinue its 


recently an- 


national magazine advertising pro- 


New Credit Union Movie Due 


The new 13! 
film approved by the national dires 
ws of CUNA at their May meeting 
will be released this fall, according to 
present plans. The CUNA public re 


lations department has raised a size 


» minute credit union 


$0 


able share ol the ! mey needed to 
handle the product n. and expects 
to whip together ie 
Shooting will | completed — by 
October 18, it is he ved. 


The film as now 


script soon. 


uughed out is a 


dramatic family story, showing the 
benefits of credit union membership 
to individuals, the community and in- 
dustry. 

It is recommended for showing 
to organization meetings, chapter 
and credit union meetings, in schools 
and before business and civic groups. 
Its length makes it suitable for a 
quarter-hour television show. 

It points out how credit unions de- 
pend on volunteer services of officers 
and committee members, how em- 
ployers benefit from improved em- 
ployee morale, and how earnings are 
returned to members. Hence it is ex- 
pected to be useful in combatting 
charges that credit unions are subsi- 
dized and improperly tax exempt. 

Advance orders for the film are 
now being taken at $125 a copy. 
Checks or pledges should be sent to 
the public relations department. 
CU NA, Madison 1, Wisconsin or Box 
65, Hamilton, Ontario. 


By-Law Procedure Changed 

The regulation requiring standard 
by-laws for federal credit unions is 
superseded by a new regulation, ac- 
announcement — by 
Deane Gannon, director of the Bur- 
eau of Federal Credit Unions. 

The new regulation deletes the de- 
tailed provisions of the by-laws. It 
requires by-laws in a form approved 
by the director of the Bureau of Fed 
eral Credit Unions in accordance with 
section 8 of the Federal Credit Union 
Act. 


The reason for the change is to 


cording to an 


make it unnecessary in the future to 
issue a new regulation each time there 
is an amendment to the Federal Credit 
Union Act. 


COMING EVENTS 
September 14-15 
ion League annual meeting, Loraine Hotel, 
Madison. W ist on-in. 
September 21-22 


Wisconsin Credit Un 


Indiana Credit Union 
League annual meeting, Claypool Hotel. 
Indianapolis, Indiana. 

October 13—Maine Credit Union League 
annual meeting. Lewiston. Maine. 

October 19-20-—Florida Credit Union 
League annual meeting, Hillsborough Ho 
tel, Tampa, Florida. 

November California Credit 
league annual meeting, San Jove. Cali 


Union 


fornia. 
Brunswick Credit Union 
Federation annual meeting, Moncton, New 


November 2-3 


Brunswick. 

November 15-16-17-18 
Union League annual meeting, Sheraton 
Jefferson Hotel, St. Louis, Missouri. 


Missouri Credit 
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EASY 
AS PIE 


(almost) 


Even beginners soon do Credit Union accounting quickly with 
the Burroughs Sensimatic Accounting Machine that’s easily adapted 
to any Credit Union accounting system. 


EASY AND FAST | VERSATILE EFFICIENT 


Simplified motor bar selection, The Sensimatic posts share And best of all, the many 
fast one-hand form insertion, and loan ledgers with either Burroughs Sensimatic hour- 
automatic carriage movement, passbook or statement, auto- and dollar-saving advantages 
and easy key depression, are matically calculates and posts can be yours whatever your 
just a few of the features that paid-in shares, computes special payroll or window 
make the Sensimatic easy to : share months for dividend accounting plan. Sensimatic 
operate. Systems built around calculations. To convert to forms are approved by the 
Sensimatics eliminate all un- an efficient adding-subtract- Bureau of Federal Credit 
necessary duplications. ing machine, just flick a key. Unions and the C.U.N.A. 


BURROUGHS CORPORATION « Detroit 32, Michigan 


-REVER THERE’S BUSINESS THERE’S | Be hs (In Canada, Burroughs Adding Machine of Canada, 
WHEREVER THERE’S BUSINESS TH rroug bed. Windsor. Ont" 
Please send me a copy of the booklet, ‘For the First 
Time—Low-Cost Speed and Efficiency in Credit 
Union Accounting.” 
NAME 
ADDRESS 
. ; CITY ZONE STATE 
FREE ~— the coupon will bring you more infor- aITLE 
mation, or, for a demonstration without obligation, call 
our nearest office. It’s listed in your phone book. 
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Dre ber 17-18 


an Re public 

January 27—Utah State Credit Union 
League, Inc. annual meeting, Hotel Utah 
Salt Lake City, Utah 

February 9—Maryland Credit Union 

eague annual meeting, Lord Baltimore 
Hot Baltimore, Maryland 

February 28-March 1-2—Ontario Credit 
Union League annual meeting. 

March 1-2—North Dakota Credit Union 
League annual meeting, Memorial Building, 
Jamestown, North Dakota. 

March 22-23—Kentucky Credit Union 

eague annual meeting, Phoenix Hotel, 

exington, Kentucky 

March 23—-Rhode Island Credit Union 

eague annual meeting, Sheraton-Biltmore 
Hotel, Providence, Rhode Island 

April 45-6—Oklahoma Credit Union 
League annual meeting, Oklahoma Biltmore 
Hotel, Oklahoma City, Oklahoma 

April 56—Nebraska Credit Union 
League annual meeting, Paxton Hotel 
Omaha, Nebraska. 

April 5-6—Virginia Credit Union League 

nual meeting, Hotel Chamberlin, Old 
’oint Comfort, Fort Monroe, Virginia 

(April 5-6—Colorado Credit Union 
League annual meeting, Antlers Hotel, Col 
orado Springs, Colorado. 

April 5-6-7—New Jersey Credit Union 
League annual meeting, Traymore Hotel, 
Atlantic City, New Jersey. 

April 12-13—Iinois Credit Union 
League annual meeting, Sherman Hotel 
Chicago, Illinois. 

April 12-13—Georgia Credit Union 
League annual meeting, Dinkler-Plaza Ho 
tel, Atlanta, Georgia. 

April 12-13-14—Kansas Credit 
League annual meeting, Town House Ho 


I nion 


tel, Kansas City, Kansas. 

April 13—Vermont Credit Union League 
innual meeting, Pavilion Hotel, Montpelier, 
Ve rmont 

April 19-20—Idaho Credit Union League 
innual meeting, Hotel Boise, Boise, Idaho 

April 19-20—Alabama Credit 

annual meeting, Tutwiler Hote! 


| nion 


Birmingham, Alabama 

April 25-26-27 — Pennsylvania Credit 
l'nion League annual meeting, Benjamin 
Franklin Hotel, Philadelphia, Pennsylvania 


April 26-27 Mississippi Credit Union 


nnual meeting, Rose Room Hei 


Jackson, Mississippi 


NEW CREDIT UNIONS 

The record of new credit unions 
organized for the 1956 fiscal year 
lags behind the previous year 
889. However. several districts have 
chartered more credit unions this 
year than last—Western, Eastern, and 
Midwestern. July 1956 was a better 
month than July 1955 in two districts 

Southern and Midwestern. 

District standings as of July 31. 
1956 


District 
Western 


Eastern 


32 


¢ Dominican Republic 
dit Union League annual meeting, Do 


Midwestern 1] 

Southern 9 8627 
Northeastern 10 10 
Canadian 7 12 


Central 17 20 
TOTAL 124 120 


Western District, A. J. Gulley, Ore- 
gon, Organization Committee Mem- 
ber 


Montana 
California 
Idaho 
Utah 
Oregon 
Nevada 
Alaska 
Wyoming 
\rizona 
Washington 
Hawaii 


( olorado 
New Mexico 


— 
—PI WN nN — le 


— ed 


District. a A. Moore. 
Pennsylvania, Organization Commit- 
tee Member 


Eastern 


Ohio 
Virginia 
Pennsylvania 
Delaware 
Maryland 
District of 
Columbia 
West Virginia 
New Jersey 


District. H. 
Organization 


Southern 
Florida, 
Member 


Claywell. 
Committee 


Arkansas 2 
Mississippi } 
Florida 1 
Alabama | 
Tennessee ] 
North Carolina 1 
Kentucky 2 
British Honduras 0 
Jamaica, B.W.I. 2 
British 

S. America 
Canal Zone 
Dominica 
Virgin Islands 
South Carolina 
Georgia 
Louisiana 
Oklahoma 
Dominican 

Republic 
Puerto Rico 
Texas 


Midwestern District, H. E. Wing- 
stad, Nebraska; F. Stahl, Minnesota. 


Organization Committee Members 


lowa 2 16 
North Dakota 

Nebraska 

South Dakota 

Minnesota 

Missouri 

Kansas 


Northeastern District, L. B. 
burn, Connecticut, Organization Com- 
mittee Member 
Maine 
New Hampshire 


Connecticut 
Massachusetts 


= vim to 
Nw ww Ww 


Vermont 
Rhode Island 
New York 


w 


N 


6 


—_ 
tN 


Canadian District, J, L. Thompson, 
Manitoba, 
Chairman 


Organization Committee 


Nova Scotia 
Prince Edward 
Island 
New Brunswick 
Newfoundland 
Saskatchewan 
Quebec 
Manitoba 
Alberta 0 
British Columbia 0 16 
Ontario 4 8 , 70 


Central District, K. Duncan, Indi- 
ana, Organization Committee Mem- 
ber 


Indiana ; a. 
Michigan >» 52 60 


Wisconsin . 10 19 
Illinois 6 6 35 60 


1956 Volunteer Organizers Contest, 
as of July 31. 1956 


L. P. Davis, Texas 

John Quinlan, Texas 

J. W. Nabours, Louisiana 

Robert H. Brown, Louisiana 

O. F. Burgdorf, Arkansas 

Louis P. Girouard, Louisiana 

Joseph Guinn, New York 

Benjamin W. Hill, New Jersey 

Jack L. Kent, California 

Keith Nosack, Utah 

Wilbur M. Richards, Ohio 

Carl Rooney, Montana 

Ear! J. Sullivan, Montana 

Mrs. Dorothy Walk, 
Louisiana 


A. M. Womack. Louisiana 


ee ee ee we | 
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READY NOW! 
Your Eye-Catching 1957 





CREDIT UNION 


POCKET CALENDAR iii: 


2829 


with the credit union 


story on the back! 


© DURABLE PLAYING-CARD STOCK 

@ EFFECTIVE CREDIT UNION MESSAGE 
® HANDSOME TWO-COLOR DESIGN 

@ EASY-TO-READ NUMERALS 


This year, beat the rush by ordering your 1957 
calendars now. Avoid last-minute delays. Re- 
member—these calendars are the most pop- 
ular “give-away” in the credit union move- 
ment. They stay on the job every day of the 
year, reminding your members of credit union 
service. Order them plain, or with four (or 
fewer) lines of type imprinted. Samples on 
request. 


Your League Supply Office, or 


CUNA SUPPLY COOPERATIVE 


Box 333, Madison, Wisconsin 


Yes! Enter our order and bill us after delivery for: 


Credit Union Pocket Calendars for 1957. 


We want them imprinted. Use the wording 
shown on the separate sheet enclosed (not the 


coupon). 


Shown actual size 
Only $1.25 per 100 


For imprinting add these NET charges 
100 250 500 1,000 5,000 
$2.50 $3.00 $3.65 $4.90 $14.70 


Fill out the coupon 
and mail today! 


CREDIT UNION 





MATERIAL explaining Loan Protection 

Insurance to members will help you build Loan 

volume. A new two color Poster promotes interest and 
inquiries ...a@ mew Folder, “LOAN PROTECTION, protection 
against bad breaks", very graphically and dramatically 
explains this fine service to your members. This 

material available only to credit unions in the 

Loan Protection program. 


WAYS 10 BUILD 
LOAN VOLUME! 





Loan Protection Insurance. Credit union officers tables that show how much you will have after 
agree that members are deeply impressed by this 10 years if 
service. When the loan of a deceased or disabled 

member is cancelled, the human interest story Improve your service. The chief thing most bor- 
quickly gets around among the members. When rowers are interested in is convenience. They 
vou get a grateful letter as a result of a cancelled want quick action. Make loans fast, and let your 
loan, ask permission to post it on your bulleti: members know you do. In some emergencies you 
board. Photostat the CUNA Mutual check and . 
post it, too. Keep it in good taste, naturally 


you save a certain amount each week. 


can save hours or days of worry. Be sure loans 
are confidential, and let your members know it. 


Regular advertising. Make it clear that your Liberalize your terms. Are you lending as liber- 
credit union makes loans over the entire range ally as the law allows? Match your performance 
of credit needs: medical bills and emergencies, against successful credit unions in your area; 
home repairs and vacations, autos and refriger- are you rejecting more loans than they? Are you 
ators. Ask, “What's the good of Loan Protection demanding more security? Let your members 
to vou if vou owe money elsewhere? Protect your know how much you lend on a signature. 

family by doing all your borrowing in the credit 


inion.” Check your delinquent borrowers carefully. Some 


of them are delinquent because they need bigger 
Repayment schedules. The first thing a member loans. 
vants to know when he is considering borrowing 
is, “How much will I have to pay each month?” Membership 


drives help too. Any increase in 
Make this information easy to get. Put it on 


membership, like any increase in savings, results 
pocket calendars, post it on bulletin boards, hang almost automatically in an increase in loans. 
a chart in the credit union office, mail it to the 
members’ homes. This is basic. Eliminate misunderstandings that cut loan vol- 
ume. For example: “I can’t apply for a new loan 
Discourage the withdrawal of savings. Point out until I pay off my old one . 
how hard it is to rebuild a savings account that 


has been depleted. Play up Loan Protection and 


I can’t apply for a 
loan the day I join the credit union ... The credit 
union is run by the management, by the govern- 
Life Savings Insurance. All methods of encour- ment, by the union.” Don’t let 


these misunder- 
aging thrift will help: be sure to use one of those standings 


grow 


CUNA MUTUAL 
INSURANCE SOCIETY 


Madison. Wisconsin or Hamilton, Ontario CREDIT UNION 
Please send us copies of the new folder LOAN 

PROTECTION, protection against bad breaks LP-12 (56) ADDRESS 

Please send us copies of the new LOAN .PROTEC 

TION poster, LP-2 Rev. 5é 


eT 





